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The Society 


Incorporated Accountants 


President: SiR RICHARD YEABSLEY, C.B.E., London 


Vice-President: EDWARD BALDRY 


Secretary: I. A. F. CRAIG, O.B.E. 


Deputy Secretary: C. A. EVAN-JONES, M.B.E. 


Offices and Library: 
INCORPORATED ACCOUNTANTS’ HALL, TEMPLE PLACE, VICTORIA EMBANKMENT, LONDON, W.C.2 


Members use the designation Incorporated 
Accountant. Fellows may also use the initial 
letters F.S.A.A., and Associates A.S.A.A. 


Admission to membership is by examination 
subject to satisfactory completion of articles of 
clerkship for five years (university graduates 
three years.) Six years’ approved professional 
experience may be accepted in lieu of five years’ 
articles. Exemption from the Preliminary Exam- 
ination is granted on production of certain 
educational certificates. 


Articles may also be integrated with full-time 
study at certain universities. Under this scheme 
a specific university degree and the professional 
qualification can be attained in a total period of 


53 years. 


All candidates must pass the Intermediate and 
Final Examinations, except that graduates under 
the universities scheme are exempted from the 
Society’s Intermediate Examination. 


There are Branches of the Society in Scotland, 
Ireland, Canada, Australia, South Africa and 
Central Africa, and District Societies in all parts 
of England and Wales, Northern Ireland, and 
India. Students’ Societies and Students’ Sections 
operate throughout Great Britain, Northern 
Ireland, and Eire. 


Members of the Society are not allowed to 
seek professional business by advertisements or 
circulars. 


The editorial and contributed articles and notes in ACCOUNTANCY cover a wide range of subjects 
and are selected for their general interest. The views expressed are not necessarily shared by 
the Council of the Society of Incorpcrated Accountants. 
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YOU GET A PERFECT | 


* Huge stocks of 
well seasoned books 
always ready. 


eS | * Our Catalogue BB30 


is yours 
nal for the asking. 
‘lk * Our Systems Dept. 

should also 

interest you? 


OF THINGS 
YOU... 


Designers, Typographers, 
Specialists in Layout of Illustrated 

Balance Sheets, Fine Art Colour and 

Company Printers. 


EST: 1859 
69 OLD BROAD ST., LONDON, E.C.2 
Telephone : LON 7525 (20 lines) 


TOLLIT & HARVEY LTD. 


THE RULING”? HOUSE 


40 GRESHAM STREET, LONDON, E.C.2 


TELEPHONE: MONARCH 8571 


JOHN FOORD 


& COMPANY 


Established over a century 


VALUERS AND 
ASSESSORS 


OF WORKS, FACTORIES 
PLANT and MACHINERY 


56 VICTORIA STREET 
LONDON, S.W.I 


Victoria 2002/3/4 
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Latest Examination Results 


At the Intermediate and Final Examination of 


THE INSTITUTE in NOVEMBER, 1956 


THE SOCIETY in NOVEMBER, 1956 


and THE ASSOCIATION in DECEMBER, 1956 


Pupils of 


H. FOULKS LYNCH & Co Lrp 


obtained 


ALL THE 7 FIRST PLACES 
5 SECOND PLACES 


and 


I3 OTHER HONOURS 


An Unprecedented Achievement! 


THE SYLLABUS OF TUITION containing details of the various Courses available will be forwarded on application to 


80a COLEMAN STREET, LONDON, EC2 
Telephone: MONarch 2487 (3 lines) 


COMPANY 
FORMATION 


FOR SERVICE AND SATISFACTION 


you cannot do better than use one of 
the five DAVY COMPANY OUTFITS 
coupled with the DAVY SERVICE for 
your next company formation. 
Write for full details and a draft copy of 


Memorandum and Articles of Association, 
settled by Counsel, to; 


CHAS. DAVY & CO. 


LIMITED 
Company Registration Agents 


Head Office 
3-11 PINE STREET, LONDON, 
Telephone Terminus 6267 (5 lines) 


City Branch 
11 MASON’S AVENUE, LONDON, EC2 


THE WORLD’S GREATEST 


WE CAN SUPPLY ALL 
BOOKS REVIEWED OR 
ADVERTISED IN 
ACCOUNTANCY 


STOCK OF OVER 3 MILLION VOLUMES 
FAMED CENTRE FOR 
GRAUNOPHONE 
RECORDS 


119-125 CHARING CROSS ROAD, 
LONDON, W.C.2 


GERrard 5660 (20 lines) Open 9-6 (inc. Sats.) 


Two minutes from Tottenham Court Road Station 


i 
1V 
q 
a 
| 
| 
BOOKSHOP 
= 
= 
| 
| 
= 
ae 
a 
| 
| 
ix 
| 


Tel. No. TEMple Bar 4506 


COMMUNICATION SYSTEMS LTD 


STROWGER HOUSE, 8 ARUNDEL STREET 
LONDON, W.C.2 


Registered Office : 
7°83 NORFOLK STREET, LONDON, W.C.2 


Telegrams Commsys Estrand London 


BRANCH OFFICES 


BELFAST Tel. No. 20867 
48, King Street Telegrams ‘* Commsys "’ Belfast 
BIRMINGHAM | Tel. No. Colmore 4295/6 
55, Cornwall Street, 3 Telegrams ‘* Commsys *’ Birmingham 3 
BRISTOL | Tel. Nos. 24460 and 20612 
58, Victoria Street | Telegrams ‘** Commsys "’ Bristol | 
CARDIFF | Tel. No. 24716 
12-15, Hill's Terrace Telegrams Commsys Cardiff 
EDINBURGH Tel. No. Central 5924 
1, South West Thistle Street Lane 2 | Telegrams ** Commsys *’ Edinburgh 2 
GLASGOW Tel. No. Douglas 9025/6 
Strowger Hse., 214, West Regent St.,C.2. | Telegrams ‘*‘ Commsys *' Glasgow C2 
LEEDS Jf Tel. No. 30174/5 
Strowger House, 14, Hanover Square, 3 Telegrams ‘* Commsys "’ Leeds 3 
LIVERPOOL Tel. No. Royal 9374 
10, Lord Nelson Street 3 Telegrams ‘*‘ Commsys "’ Liverpool 3 
MANCHESTER [| Tel. No. Blackfriars 2421/2 
Harvester House, Peter Street, 2 Telegrams ** Commsys *' Manchester 2 
NEW CASTLE-ON-TYNE Tel. No. 20366/7 
26, Ellison Place | Telegrams ‘* Commsys "' Newcastle | 
NORWICH Tel. No. 27221 /2 
Cavendish House, St. Andrew Street Telegrams ‘* Commsys *’ Norwich 
SHEFFIELD | Tel. No. 243856 
72, Shoreham Street, | Telegrams ‘* Commsys "" Sheffield | 
SOUTHAMPTON Tel. No. 56301 /2 
Strowger House, 54a, Portswood Road Telegrams ‘* Commsys "* Southampton 


Also at: ABERDEEN, BRIGHTON, DUNDEE, EXETER, HULL, IPSWICH, 
LEICESTER, MIDDLESBROUGH, NOTTINGHAM,PLYMOUTH,READING, 
STOKE-ON-TRENT, SWANSEA 
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1267/2 5/55 Printed in England 


Postage 
will be 
paid by 


Licensee 


BUSINESS REPLY 
Licence No. LV. 111 


COMMUNICATION SYSTEMS 
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LONDON, 


3 : 
+ 
CAE 
“\_ =) = 
= 


oother him! 


REPLY CARD 
No. LV. 1113 
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| & ELECTRIC CO. LTD.) 


Arundel Street, 
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. .. that’s why more and more business 
concerns installing Strowger 
Private Automatic Telephone Exchanges 
to save time in the passing of essential 
information between members of their 
staffs. 

Users of Strowger P.A.Xs. are served 
by equipment identically the same and 
manufactured to the same stringent 
specifications as that supplied to the 
British Post Office for public service ; 
moreover, they benefit from the 
constant research and development 
carried out by the largest automatic 
telephone engineering and manufactur- 
ing organization in the Briti 
Commonwealth. 


No Postage 
Stamp 
necessary if 
Posted in 
Great Britain 
or 
Northern 
Ireland 
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DESK TELEPHONE 


This telephone is the standard design of the 
British Post Office and is entirely self-contained. 
It has a black moulded ‘ Bakelite ’’ body of 
pleasing design which avoids the accumulation 
of dust on any particular part, and a B.P.O. 
standard handset which is light, comfortable and 
convenient. 


TELEPHONE 


This is particularly st 
for use where a desk i 
ment might receive 

treatment or where 
space is limited. The c 
nent parts are identica 


those of the desk telep 
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xchanges 


LOUDSPEAKING 
TELEPHONE 


This enables an executive to com- 
municate over the P.A.X. without 
using the telephone handset. Con- 
nections are established by dialling 
but the cabinet, if desired, can be 
equipped with direct key-calling 
facilities for a number of ex- 
tensions. 


HONE 
articularly suitable 
here a desk instru- 


ght receive rough 


These are optional additions to the dial 


or where desk 
telephone service. They include Loud- 


nited. The com 
speaking, Key-Calling, Conference Key- 
Calling, Secretarial, Priority, Code Call, 


Tie-Line, Fire Alarm. Every internal com- 


; are identical with 


he desk telephone. 
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An Invitation 


to members of the Accountancy and Legal Professions and 
to Accountants and Executives in Industry and Commerce 


concerned with the subject of Taxation. 


Seventh National 


TAXATION 


Conference 


TORQUAY 


CHAIRMAN: 
Mr RONALD STAPLES 


INTRODUCTION 


Arrangements have been made to hold the Seventh National Taxation Conference at Torquay 
during the period Friday, October 18th, until Monday, October 21st, at which distinguished 
speakers will give addresses on the various phases of the Law, Practice and Incidence of 
taxation, and opportunities will be given for questions. 

Organized by Taxation, the Conference is open to all members of the accountancy and 
legal professions, and to those executives responsible for taxation in the industrial and com- 
mercial field. The previous Conferences have demonstrated the value of these unique 
opportunitites to hear the leading experts in the various phases of the subject. 

Preparations for the Conference, including special attractions for the ladies, are well 
in hand, and those attending can be assured of a warm welcome at Torquay. 

A nominal contribution of two guineas per person towards the Conference expenses 
will be asked from those who attend the Conference. No further charge whatsoever will be 
made, and all social functions, including tours etc., will be free. Those who attend, therefore, 
will only be required to pay for accommodation and travel. 

On this occasion special travel arrangements are being undertaken by Messrs Dean & 
Dawson and detailed particulars of rail services from London can be sent on application. 
We would point out that early completion of the travel order form is necessary for those 
who wish to take advantage of these arrangements, as it is essential for us to reserve coaches 
well in advance. 

Owing to the extremely large response to preliminary announcements, it is suggested 
that those who wish to attend should complete the application form on page four without 
delay, and so avoid disappointment, as hotel accommodation is limited. 
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2,30 p.m. 


3.154 p.m. 


44.30 p.m. 
6-7.30 p.m. 


10 a.m.-12.30 p.m. 
(break for refreshments 


11-11.30 a.m.) 


10 a.m.—12.45 p.m. 


2.30-3.15 p.m. 


3.15-3.45 p.m. 
44.45 p.m. 


4.45-5.15 p.m. 
8.0-8.30 p.m. 


Reception 


8.30-Midnight 


Dancing 


11 a.m. 


10 a.m. 


10-10.45 a.m. 


10.45-11.15 a.m. 
11.15-11.45 a.m. 


11.45 a.m.-12.30 p.m. 


12.30-1 p.m. 


11 a.m.—12.30 p.m. 


PROGRAMME 


All business sessions will be held in The Pavilion 


FRIDAY, OCTOBER 18th 


SHORT INAUGURAL ADDRESS by the Conference Chairman, 
Mr Ronald Staples. A civic WELCOME by The Worshipful The 
Mayor of Torquay, Councillor A. L. Goodrich, j.p. It is hoped 
that lady visitors will attend these events. 
Appress by Mr A. E. Aylmer, B.sc., A.R.C.s., On Taxation Planning 
in Commercial Undertakings. 

Chairman: Mr Bertram Nelson, F.S.A.A., J.P. 


QUESTIONS, 


A RECEPTION AND COCKTAIL PARTY will be given by the Editor of 
Taxation to which all members and their ladies will be invited. 


SATURDAY, OCTOBER 19th 


MOCK APPEAL MEETING. The Commissioners will hear three appeals 
of a wide and general interest, details of which will be announced 
later. 
Commissioners: Sir Harold Howitt, G.B.E., D.S.0., M.C., D.C.L., J.P., 
F.c.A. (Chairman), Mr M. F. Coop, B.A., A. N. Other. 
Clerk to the Commissioners: Captain J. E. Eastley. 
Appellant: Mr K. R. Tingley, A.A.C.C.A. 
Council for the Appellant: Miss L. I. M. Thomas, LL.B. 
Inspector: Mr H. F. Hodgkinson. 
Accountants: Mr R. J. Pickerill, A.c.A., A. N. Other. 
FOR THE LADIES. A Coach Tour of some of the beauty spots of 
South Devon. 
ApDpRESS by Mr John E. Talbot, F.c.a., on Recent Legislation. 
Chairman: Rt. Hon. Lord Latham, J.P., F.A.C.C.A., F.C.1.S., K.ST.J. 
QUESTIONS. 
ADDRESS by Mr Percy F. Hughes, A.S.A.A., F.C.1.S., on Double Taxation. 
Chairman: Sir Bruce Wycherley, M.C., F.C.1.S. 


QUESTIONS. 
CIVIC RECEPTION AND DANCE to be given by The Worshipful The 
Mayor of Torquay, Councillor A. L. Goodrich, 3.P., in the Town 
Hall, to which all members and their ladies will be invited. 


SUNDAY, OCTOBER 20th 


A MORNING SERVICE for Conference Members and their ladies at 
Holy Trinity Church. 

A special eighteen-hole medal round GOLF COMPETITION for the 
Taxation Challenge Cup will take place over the Torquay Golf 
Club Course. 


MONDAY, OCTOBER 


ADDRESS by Mr L. C. Graham-Dixon, Q.c., on Reconstructions: The 
effect of Taxation on Changes in Ownership of Businesses. 
Chairman: Mr A. S. H. Dicker, M.B.E., F.C.A. 


QUESTIONS. 


Break for Refreshments. 
ADDRESS by Mr R. B. Pollott, M.A., F.c.A., on Computation of Profits. 
Chairman: Mr V. R. Chennell, F.A.C.C.A. 


QUESTIONS. 
FOR THE LADIES. A Mannequin Parade is being specially arranged. 
Full details later. 


Conference Headquarters and Information Office will be at The Palace Hotel and special 
facilities will be granted to all members of the Conference by the Corporation of Torquay. 
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WHO’S WHO 


Mr A. E. Aylmer, B.SC., A.R.C.S. 
Deputy Taxation Manager of Unilever Limited. 


Mr V. R. Chennell, F.A.c.c.A. 
Member of the Council and Member of the Taxation Research Committee of The Association 
of Certified and Corporate Accountants. Senior partner in Chennell & Co. 


Mr M. F. Coop, B.A. 
Solicitor of the Supreme Court. Secretary, The Dunlop Rubber Co Ltd. 


Mr A. S. H. Dicker, M.B.E., F.C.A. 
President of The Institute of Chartered Accountants in England and Wales, 1956-57. Senior 
partner in Lovewell Blake & Co. 


Capt. J. E. Eastley 
Clerk to the Commissioners of Income Tax for the Division of Haytor. Senior partner in 
Eastley & Co. 


Mr L. C. Graham-Dixon, Q.c. 
One of Her Majesty’s Counsel. 


Mr H. F. Hodgkinson 
H.M. Senior Principal Inspector of Taxes, Chief Inspector’s Branch. 


Sir Harold Howitt, G.B.E., D.S.0., M.C., D.C.L., J.P., F.C.A. 

Deputy Lieutenant of the County of London. Past President and Member of the Council of 

bi Institute of Chartered Accountants in England and Wales. Partner in Peat, Marwick, 
itchell & Co. 


Mr Percy F. Hughes, A.S.A.A., F.C.1.8. 
Assistant Editor of Taxation. Director and Secretary, Taxation Publishing Co Ltd. 


Rt. Hon. Lord Latham, J.P., F.A.C.C.A., F.C.1.S., K.ST.J. 
Lord-Lieutenant of Middlesex, 1945-56. Leader of London County Council, 1940-47. Chair- 
man, London Transport Executive, 1947-53. Senior partner in Latham & Co. 


Mr Bertram Nelson, F.s.A.A., J.P. 
Member of the Council and Past President of The Society of Incorporated Accountants. 
Senior Partner in Lithgow, Nelson & Co. 


Mr R. J. Pickerill, A.c.a. 
Taxation specialist with Taxation. 


Mr R. B. Pollott, M.A., F.C.A., A.S.A.A. 
Formerly one of H.M. Inspectors of Taxes. Partner in Spicer & Pegler. 


Mr Ronald Staples 
Founder-Editor, Taxation. 


Mr John E. Talbot, F.c.a. 
Partner in Barton, Mayhew & Co. 


Miss L. I. M. Thomas, LL.B. 


Mr K. R. Tingley, A.A.C.C.A. 
Taxation specialist with Taxation. 


Sir Bruce Wycherley, M.c., F.C.1S. 
Managing Director, Abbey National Building Society since 1949. Chairman, Building Societies 
Association, 1943-46, Vice-President, Building Societies’ Institute. 
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APPLICATION FORM 


To THE CONFERENCE SECRETARY, ‘TAXATION’ 
98 PARK STREET, LONDON, W1. 


I wish to be present at the Seventh National ‘Taxation’ Conference in Torquay on October 
18th-21st, 1957. 


and to be accompanied by 


* Please send details of hotel accommodation available. 


(Note. — Normal period of stay for Conference: Noon Friday, October 18th, to Noon Monday, 
October 21st. Lunch on last day will be booked for departure early afternoon. If reservations are 
required for Thursday night, October 17th, Monday night, October 21st, or any other period, it 
should be clearly stated when booking.) 


*] shall require garage accommodation for h.p. car. 


* Please send details of special travel arrangements from London with order form. 


* Please send entry form for Golf Tournament. 


Cheque for £ : Ss d, being contribution towards conference expenses at the 


rate of two guineas per person is enclosed. 
(Please make cheques payable to Taxation.) 


FOR OFFICE USE ONLY NAME 
DATE RECD. (BLOCK LETTERS PLEASE) 


ACKD. 
CHEQUE FIRM 


RECEIPT NO. 
ACCOM. ADDRESS 


GARAGE 


TRAVEL 


GOLF 


REF. Accy/6/57. 


RECORD NO. Date 


* Please delete where necessary. 
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Professional Notes 


The Society’s Meeting and Vote on Integration 

ON JUNE 19 there is to be held at the Royal Festival Hall, 
London, the extraordinary general meeting of the Society 
of Incorporated Accountants to consider the schemes to 
integrate with the three chartered bodies. At the meeting 
there will be a vote on a show of hands, but afterwards a 
postal vote, which will be the effective one in deciding 
whether the schemes are approved, will be taken. To 
pass the schemes there is required a favourable vote of 
75 per cent. of members voting. 

A notice convening the meeting on June 19, with a 
card of admission to the Royal Festival Hall, has been 
despatched to every member of the Society. The meeting 
commences at 2.15 p.m. Members attending are particu- 
larly requested to bring their admission cards. 


After the meeting, the voting papers will be sent to 
members, together with a full report of the proceedings at 
the meeting. We shall also publish a full report in the next 
issue Of ACCOUNTANCY, 

Readers will know that now that the three Chartered 
Institutes have all approved the schemes by the necessary 
majority votes and are applying for amendments of their 
Royal Charters to allow of integration with the Society, 
the vote of the members of the Society is the remaining 
crucial step that needs to be taken to implement the 
proposal. It is not too much to say that this is a momen- 
tous occasion in the history of the accountancy profession, 
and it is to be hoped that members of the Society in facing 
the occasion will approve by a large majority these care- 
fully wrought schemes upon which so much depends. 
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The President and Vice- 

President 

SIR RICHARD YEABSLEY, C.B.E., F.C.A., 
F.S.A.A., Was re-elected President of 
the Society of Incorporated Accoun- 
tants at a meeting of the Council held 
on May 15. We have pleasure in 
extending our congratulations to the 
President upon his re-election. The 
year of Sir Richard’s presidency that 
has just ended was one when, in 
addition to all the usual demands 
made upon the time and attention of 
the President by the ordinary busi- 
ness and functions of the Society, 
there have been the exacting de- 
mands made by the integration 
schemes—in the difficult and delicate 
negotiations with the chartered bodies 
and in the promulgation of the 
schemes themselves. Sir Richard has 
discharged all these duties with the 
energy, efficiency and charm that have 
distinguished all his other public 
services. If the integration schemes 
become effective, he will be the last 
President of the Society—and there 
could be no doughtier upholder 
of its mission and traditions at the 
end of its long life. 

We are also glad to announce that 
at the same meeting of the Council 
Mr. Edward Baldry, F.S.A.A., was re- 
elected Vice-President and will thus 
continue to give his valuable support 
to the President at this time of 
great developments. 


Pension Schemes for Accountants 
and their Staffs 

MR. A. S. H. DICKER, M.B.E., F.C.A., 
President of the Institute of Chartered 
Accountants in England and Wales, 
said in his address at the annual 
general meeting last month that a 
pension scheme for members and 
another for their employees were 
practically ready. It was hoped 
within a few weeks to issue docu- 
ments to members of the Institute 
explaining both schemes. There had 
been some delay in obtaining the 
approval of the Inland Revenue. The 
Institute was anxious that the 


schemes should be as flexible as pos- 
sible, within the limitations of the 
Finance Act of 1956. He continued: 
“‘Whether our self-employed scheme 
will initially be as flexible as we 
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wish, I cannot at present say, but it is" 


important that a scheme should be 
established without further delay and 
in order to prevent Inland Revenue 
difficulties from hindering definite 
progress we may have to include, for 
the time being, some restrictions we 
regard as unnecessary. We feel that 
our scheme will be substantially 
wider in scope than schemes which 
have already been announced by 
other professional bodies.” 

The pension scheme drawn up 
recently by the Association of Certi- 
fied and Corporate Accountants was 
referred to by Mr. A. C. S. Meynell, 
F.A.C.C.A., the President, at the annual 
meeting of the Association. Mr. Mey- 
nell pointed out that the scheme was 
not for practising members only. It 
extended also to members of the 
Association who were in employ- 
ment if they were not already quali- 
fied, in respect of the remuneration 
from that employment, for a pension 
from some other source. Again, not 
only members of the Association 
were eligible to enter the scheme, but 
also non-members, provided they 
were in the employment of a Certi- 
fied Accountant. It was hoped that 
this provision of the scheme would 
be helpful to practising members 
whose staffs were not large enough to 
justify a formal pension scheme but 
who wished their employees to have 
the advantage of what was becoming 
a common and desirable benefit. 

We announced in our issue of last 
October (pages 380-1) that the Coun- 
cil of the Society of Incorporated 
Accountants was considering a pen- 
sion scheme. However, the proposal 
for integration of the Society with the 
Chartered Institutes has supervened. 


Figures of Failures 

THE NUMBER OF business failures has 
not varied much in recent years and 
the credit squeeze does not seem to 
have squeezed many out of business. 
In 1956 there were 2,136 receiving 
and administration orders and 325 
deeds of arrangement. In 1955 the 
figures were 2,163 and 301, and for 
several years before then receiving 
and administration orders totalled 
rather more than 2,000 every year 
and deeds of arrangement rather 


more than 300. In the three principal 
trades in which failures occurred— 
builders, farmers and retail grocers 
and provision merchants—there were 
515 in 1956 compared with 483 in 
1955. Nine accountants went bank- 
rupt last year. 

During 1956, 527 applications 
were dealt with for orders of 
discharge from bankruptcy. Those 
refused or adjourned were about 
11 per cent. of the total, compared 
with about 134 per cent. in 1955. It 
was most usual for applications to be 
granted subject to periods of sus- 
pension of between a month and a 
year: last year 215 came in this 
category. 

The statistics are given in the 
Bankruptcy General Annual Report 
for the year 1956, by the Board of 
Trade (H.M.S.O., price Is. 6d. net). 
The report also gives the outcome 
under windings-up and under deeds 
of arrangement. For all bankrupts’ 
estates, the salient statistics are as set 
out below, but the report gives 
these and other data separately for 
estates classified according to their 
value (“under £50,” “£50 to £100,” 
“£100 to £200” and similar group- 
ings up to “over £20,000"): 


Official 
Receivers Non- 
acting official 
Trustees Trustees 
Estates finally wound- 
up in 1956 1,574 501 
Realisations as per- 
centage of value 
placed on assets by 87 per 66 per 
debtors cent. cent. 
Average realisation £176 £1,448 
In £ of gross assets 
To preferential 
creditors 4s.3d. 2s. 2d. 
Expenses of ad- 
ministration 6s.4d. 5s. 9d. 
To unsecured cred- 
itors 9s.0d. 10s. 5d. 
Dividend in the £ of 
total proofs of ad- 
mitted unsecured 
creditors . 1s. O}d. 2s. 104d. 


It will be appreciated that the 
financial results of the bankruptcies 
dealt with by Official Receivers cannot 
be compared with those dealt with by 
other trustees since generally the 
Official Receivers administer smaller 
estates. 
The financial results of the admin- 


istration of deeds of arrangement are 
also analysed, in similar classes 
ranged according to the values of the 
estates. The total figures for all 
estates show that the gross assets 
realised were £1,857 per case, or 90 
per cent. of the total value estimated 
by debtors. Of each £ of gross assets, 
preferential payments took on aver- 
age ls. 4d., costs of administration 
4s. 8d. (including less than a half- 
penny for accountants’ charges) and 
the dividend to unsecured creditors 
lls. 7d. The average dividend to 
unsecured creditors was 5s. 6d. in the 
£ of their claims. 


Commercial Education— 

THE URGENT NEED of technologists in 
coming years has tended to focus 
attention on technical and scientific 
education to the exclusion . of 
commercial education. The five-year 
plan that is now being implemented 
is described as a plan to improve 
both technical and commercial edu- 
cation, but the commercial element 
has fallen into a very low second 
place. It is abundantly clear that not 
much money will be forthcoming to 
finance improvements in commercial 
education, whether at the elementary 
or more advanced levels—certainly 
technical education will take the 
bulk of the available funds. However, 
there have recently been a few signs 
of a rather more determined desire 
to lift the standards of commercial 
education, within the restrictions 
imposed by lack of money. Thus, it 
was announced by Mr. A. A. Part, 
the head of the Further Education 
Branch of the Ministry of Education, 
speaking at the recent annual con- 
ference of the National Association 
for Education in Commerce, that the 
Minister of Education was to ask the 
National Advisory Council on Edu- 
cation for Industry and Commerce to 
tackle commercial education as its 
next main topic. Again, the Associa- 
tion of British Chambers of Com- 
merce has put forward a proposal for 
a commercial apprenticeship scheme 
with a five-year course of study 
leading to the Ordinary National 
Certificate in Commerce and then to 
the Higher Certificate, or to the 
examinations of the Chartered In- 
stitute of Secretaries or the Institute 
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of Cost and Works Accountants. 
The Ministry of Education favours 
the scheme. If it comes into operation 
it will, says Mr. Part, represent a 
major advance. 


—And Accountants 

MR. PART ALSO had much to say 
about accountants in general in 
relation to commercial education. He 
handed out some pleasant compli- 
ments, but wrapped them round 
some criticisms: 

What about the professional bodies? 
In the commercial field you can say 
either that many of them have a long and 
distinguished history or that they are 
strongly entrenched. It depends on your 
point of view. I think both are true. 
Take accountants for example. Between 
the wars they advanced rapidly in public 
esteem and now there is a directorship in 
every budding accountant’s briefcase. 
Some people say that this is because their 
fellow-directors never could learn arith- 
metic at school. But, of course, the true 
reason goes deeper than that. A training 
in accountancy has proved for many 
people an effective introduction to the 
power to analyse, to think clearly and to 
reach practical decisions. . . . We have to 
recognise that many of these accountants 
have gained their qualifications entirely, 
or largely, by means of evening classes or 
correspondence courses. So it is under- 
standable if accountants, whether Char- 
tered or Incorporated or amalgamated, 
ask whether there is any reason why their 
present system of education should be 
changed. 

Mr. Part went on to suggest that 
the first requirement for progress was 
to bring professional men into the 
operations of commercial education. 
An accountant or a company secre- 
tary or a banker who is a member of 
the National Advisory Council on 
Education for Industry and Com- 
merce, or of a Regional Advisory 
Council, or of a governing body of a 
college of commerce, or of a technical 
college “is much more likely to see 
problems from our angle than one 
who is concerned solely with the 
problems of his professional insti- 
tution.” He urged that there should 
be closer relationships among 
teachers of commerce, administra- 
tors in central and local government, 
representatives of professional bodies 
and employers in industry and com- 
merce. By such means, hoped Mr. 
Part, two things would be achieved. 
‘First, we may help the professional 
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bodies to see their activities in the 
total perspective of technical and 
commercial education. Second, we 
may renew the attempts which have 
been made before to get a greater 
measure of co-ordination at the 
intermediate stage.” 

It seems to us that here Mr. Part 
was, however delicately and urbanely, 
putting the obligation and respon- 
sibility in the wrong place. It would 
certainly be a good thing if more 
accountants and other professional 
men interested themselves in com- 
mittee activities of the kind cited by 
Mr. Part and in commercial educa- 
tion generally, but they would surely 
be deluding themselves if they thought 
that thereby they could have any 
really significant effect upon the 
standards of commercial education 
at large. It is primarily for the edu- 
cationists and the administrators to 
see that commercial education is 
reformed. Elsewhere in his address 
Mr. Part pinpointed a difficulty im- 
peding the first of the two specific 
advances for which he looked from 
the side of the professional bodies: 

If a man is to become an accountant or 

a company secretary, or to hold any other 

professional post, he will want to be able 

to belong to the appropriate professional 
body. However anxious such a body is to 
co-operate with the colleges of commerce 
and the technical colleges, it must satisfy 
itself that their students will have 
covered an appropriate amount of 
ground. 
As for the second of the two ad- 
vances, the best way in which in 
existing circumstances it can be 
promoted by the accountancy pro- 
fession seems to us to be by moves 
towards unification of the profession 
itself, and a major move towards 
that end is represented by the pro- 
posed integration of the Society of 
Incorporated Accountants with the 
Institutes of Chartered Accountants— 
by the creation of, as Mr. Part 
humorously put it, the “amalgam- 
ated” accountant. 


Abuse of Building Societies 

SHAREHOLDERS OF SOME old-estab- 
lished building societies have been 
repaid the amount of their invest- 
ments by people wishing to obtain 
control of the societies. Investment 
by the public on a much wider scale 
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has then been promoted, on the 
strength of the names and early dates 
of establishment of the societies. The 
new directors have sometimes auth- 
orised advances on mortgages to 
companies in which they have finan- 
cial interests, or advances to them- 
selves. The Chief Registrar of Friend- 
ly Societies, in drawing attention to 
this development in his annual report 
for 1956, advises prospective in- 
vestors to consider carefully the 
general financial and reserve position 
before investing in a society that has 
shown exceptionally rapid expansion 
after a long period of comparative 
inactivity. 

The Registrar says that the new 
form for the accounts and statements 
of building societies (see ACCOUNT- 
ANCY for December, 1956, pages 
474-5) has caused little difficulty. 
There is evidence, however, that 
many societies have taken the in- 
troduction of the form as an oppor- 
tunity to overhaul their own accounts. 


Tax Changes in the Irish Republic 
DR. RYAN, Minister for Finance in the 
Irish Republic. introducing his first 
Budget to the Dail last month, 
emphasised the need for greater 
output per head, increased savings 
and more capital investment of a 
productive kind. He was faced with 
an estimated deficit of £9 million on 
current account and Exchequer bor- 
rowing on capital account of £31 
million. 

The Minister proposed to remove 
the subsidies on bread, flour and 
butter (costing over £9 million last 
year), leaving consumers to pay the 
economic price. The poorer people 
and those with children would be 
helped to meet the extra cost by in- 
creases in social assistance payments 
and in children’s allowances. 

There is to be an increase of 6d. a 
gallon in the price of petrol, to 
5s. 14d. per gallon for premium 
grades and 4s. 10d. for standard 
grades. Cigarettes are to go up by 
2d. per packet of 20 to 3s., and 
tobacco by from 2d. to 24d. an 
ounce. The beer duty is to be raised 
by Id. per pint. 

The tax relief on profits from in- 
creased exports, now at the rate of 
50 per cent., is to be raised to 100 per 
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cent., with an alternative of 25 per 
cent. tax relief on profits from all 
exports; these two proposals are to 
take effect from the fiscal year 1958/59. 

Depreciation allowances on plant 
and machinery will be increased by 
25 per cent. as and from the year 
1958/59, and the present 20 per cent. 
tax relief to individuals on dividends 
from investments by Irish residents 
in certain Irish industrial shares will 
be extended to apply to dividends 
from all securities issued to the public 
by Irish manufacturing concerns 
since 1932. Certain investment allow- 
ances are to be accorded to the 
shipping industry and there will be 
relief on grants to universities for 
research work. 

Dr. Ryan informed the Dail that 
the Government intended to seek 
legislative authority to join the Inter- 
national Monetary Fund and the 
International Bank for Reconstruc- 
tion and Development. 


Length of Notice of Redemption of 
Mortgage 

A MORTGAGE IS generally for a fixed 
period, at the end of which the 
mortgagor can redeem. But according 
to the long-standing practice, once 
the date has passed the mortgagor 
cannot redeem without giving six 
months’ notice or six months’ in- 
terest in lieu of notice. If a mortgagor 
who has given notice fails to redeem 
by the date stated, he must give a 
further notice of redemption. Any 
such second or subsequent notice has 
to be of only reasonable length, not 
necessarily six months. Thus, notice 
of three months was held to be 
sufficient in Cromwell Property In- 
vestment Co. v. Western and Toovey 
[1934] 1 Ch. 332. In that case 
Maugham, J., as he then was, com- 
mented on the harshness of the rule 
requiring the first notice to be of six 
months’, with six months’ interest in 
lieu. 

The rule goes back as far as 1791, 
if not earlier. It is an equitable rule 
intended for the protection of a 
mortgagee who might be left with 
moneys repaid by the mortgagor 
and without an investment outlet for 
them. But nowadays there is no 
dearth of investment opportunities. 
The basis of the rule, rea! enough in 


earlier times, has now completely 
gone—indeed it disappeared years 
ago. 

If the rule is applied in modern 
circumstances, the mortgagee is the 
certain winner of a legal game of 
“double your money,” where the 
money to be doubled is interest for 
several months on the mortgage, and 
the game is financed by the unfor- 
tunate mortgagor. If the mortgagor 
is selling the property and the pur- 
chase price is to be offered in repay- 
ment of the mortgage, he may have to 


pay the mortgagee up to six months’ ° 


interest in lieu of notice, but the 
mortgagee can also obtain interest 
on the moneys repaid for virtually 
the whole of the period. 

The game is hardly equitable, but 
it is largely equity that governs the 
law of mortgages. It seems, then, 
that it is high time to alter the rule. 
The principle of reasonableness laid 
down in the Cromwell case might well 
be applied in substance to the first 
notice of redemption, and if that 
principle were applied in present 
conditions one would think that 
something substantially less than six 
months’ notice—and less than three 
months’—would suffice. 

The Chancery Court itself has 
recognised in principle that rules of 
practice are not rigid. Thus the rate 
of interest payable on _ residuary 
estates under the rule in Howe v. 
Dartmout':, earlier 4 per cent., was 
reduced by the Court to 3 per cent., 
and subsequently raised by it to 4 per 
cent. again. 


A Decimal Currency in South Africa? 
DECIMAL CURRENCY IS in the news. 
India went on to a decimal system two 
months ago (see ACCOUNTANCY, 
May, 1957, page 201). The question 
is being increasingly asked whether, 
if Britain joins a European free trade 
area, it can for long preserve its non- 
decimal currency—or even its non- 
decimal weights and measures? South 
Africa is at about the half-way point 
between India and Britain. A govern- 
ment commission is examining the 
possible introduction of decimal 
currency in the not very distant 
future. 

The commission has appointed 
an “‘expenses assessor” to ascertain 
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Production wasn’t in unison 
with sales 


ACCOUNTING PROBLEM FOR OLDHAM BATTERIES LTD 


LDHAM’S accounting system didn’t show the bal- 

ance of outstanding orders, consequently production 
planning wasn’t in step with sales commitments. This, in 
turn, made future budget calculations difficult. Could a 
new system be worked out that would give Oldham’s the 
information they needed? 

Like so many firms, big and small, faced with this kind of 
problem, they called in Burroughs—the experts in account- 
ing methods. 

The Burroughs representative and Oldham’s accounting 
staff did work out a system. It was based on the famous 
Burroughs Sensimatic machines. So effectively did this new 
system work that when the Sensimatic concerned listed a 
certaincomponent inthe monthly requirementscolumnand 
there was no outstanding order to explain it the machine 
was proved right—someone had forgotten to place the 
necessary order! Also, as a result of the new system, 
Oldham’s were able to transfer the highly experienced staff, 
who'd worked the old system, to more important work, 
and replace them with untrained seventeen-year-old girls. 


BURROUGHS ADDING MACHINE LIMITED, 


Ask yourself: How many of your staff are engaged in figure- 
work? How long does it take to get the figures you want? Are 
the figures always accurate when you get them? 

Burroughs Accounting Machines will do this figure-work for 
you without tying down a lot of staff and do it far more 
speedily and far more accurately. Burroughs make machines 
suited to the needs of every size of business and you have 
everything to gain by consulting them. 

They will advise against buying one of their machines if 
they don’t think you need one. Their advice, of course, is free. 
The local Burroughs office is in the phone book. Or you can 
write direct to London if you prefer. 


urroughs 


The most experienced manufacturers of 
Adding, Calculating, Accounting, Typewriter-Accounting, 
Statistical and Microfilm Equipment 


356-366 OXFORD STREET, LONDON, W.I 
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COLLEGE 


SPECIALISED TRAINING 
for the examinations of the 
INSTITUTE AND SOCIETY 
Association of Certified 
and Corporate Accountants 
Institute of Cost and Works 
Accountants 
Chartered Institute of 
Secretaries 
B.Sc.Econ.' & LL.B. (Lond.) 


FELLOWSHIP IN 
MANAGEMENT 
ACCOUNTANCY 


The Metropolitan College provides 
expert posta! tuition for the above 
examination, which is held by the Insti- 
tute of Cost and Works Accountants. 
Full particulars on application. 


Established 1910 


SCOTTISH EQUITABLE 


LIFE ASSURANCE SOCIETY 


Compound Bonus 


HEAD OFFICE: 28 ST. ANDREW SQUARE, EDINBURGH, 2 


LONDON OFFICE: 13 CORNHILL, E.C.3 


At the C.A. and S.A.A. Examinations Students of the 
Metropolitan College have gained more than 


9.500 SUCCESSES 


and more than 350 HONOURS, Prizes and Medals 
including 


06 FIRST PLACES 
38 SECOND PLACES 


65 Third and Fourth Places 
* * * 


% WRITE TODAY for a free copy of the College ‘‘Accountancy"’ Prospectus 
to the Secretary (A3), METROPOLITAN COLLEGE, ST. ALBANS, OR CALL: 
30 QUEEN VICTORIA STREET, LONDON, E.C.4 ‘Telephone: City 6874). 


METROPOLITAN COLLEGE 
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the probable cost of the change. A 
committee of the Bureau of Stan- 
dards has already estimated the cost 
of converting machines. The com- 
mittee arrived at a total figure of 
£8 million—£2,700,000 for account- 
ing machines, £2,700,000 for cash 
registers, £1,400,000 for adding 
machines and the balance of 
£1,200,000 for petrol pumps, taxi- 
meters and so on. The makers of 
machines estimate that from 18 
months to three years must elapse 
before all existing machines could be 
converted. 

The cost of converting machines is 
the main argument advanced in 
South Africa against the bringing in 
of a decimal currency, and there are 
many people who say that if the 
system is introduced the State should 
bear at least part of the cost of con- 
version. 

The Bureau of Standards favours a 
10s. piece as the monetary unit. It 
recommends that existing silver be 
kept in circulation and that the new 
coinage be gradually introduced. 
Suggested names for the new cur- 
rency unit are “rand,” “‘daler” and 
“riksdaler.” “Pound” is considered 
by some an acceptable term. 

The Association of Chambers of 
Commerce of South Africa prefers a 
coinage system based on 100 cents to 
the £ and challenges the assertion of 
the Bureau of Standards that a 
system based on 10s. would be sim- 
pler to operate. In support of its 
monetary plan the Association as- 
serts: “‘The practicability of the 
system is indicated by the fact that 
many business organisations are 
already using machines for accounts 
which are based on a pound three- 
decimal basis.” 


Second Thoughts on Replanning 
TO ALMOST EVERY accountant in in- 
dustry or commerce there comes a 
time when he is offered excuses in- 
stead of figures once too often and he 
finally decides that “‘something must 
be done about it.” The cause of his 
dissatisfaction is most likely to be 
outmoded office methods. Staffing 
troubles may add to the disorder, but 
will be alleviated if weaknesses in the 
office system are removed. 

The accountant will not be able to 
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replan the whole office routine quietly 
and secretly—arriving early one fine 
morning to remove the covers from 
rows of gleaming new machines and 
to greet the arriving staff with a com- 
prehensive typed copy of operating 
instructions! Much consultation will 
first have to take place with the more 
senior members of the staff and with 
representatives of machine makers. 
Before the search is really under 
way for the most suitable machines to 
cope with the various tasks, the 
abolition of sections of the existing 
office organisation, in part or in their 
entirety, should be considered. For 
example, before planning the micro- 
filming of voluminous records, the 
need to keep the records should be 
reassessed in the light of their legal 
value and the frequency with which 
they are consulted as the sole source 
of the information required. When 
the whole system has been rigor- 
ously pruned, mechanisation of what 
is left can be planned. The office 
equipment to be installed will then be 
reduced to the economic level. No 
reputable supplier of office machines 
will fail to support this approach. 
The introduction of the machines 
will probably mean that there will 
have to be changes in the order of 
performance of the bare minimum of 
tasks remaining. Machines must be 
met half-way by the system, if they 
are not to be prevented from yielding 
the maximum saving of labour. In 
the initial pruning of office routines, 
and in the subsequent rearrangement 
of the surviving ones, the word 
“centralisation” will loom high on 
the agenda. There are bound to be 
some advocates of centralisation 
armed with drafts of flow-charts of 
very modern aspect. A smooth flow 
of work, supplying the mechanised 
sections of the office with uninter- 
rupted runs of working media, is 
indeed essential. To achieve such a 
flow all routine tasks are likely to be 
taken away from the more respon- 
sible members of the staff and to be 
concentrated within suitable sections, 
each specialising in one particular 
simple task. But herein lies the snag. 
The office system as it existed be- 
fore the reformers set to work prob- 
ably evolved gradually, additions 
being made from time to time. Such 
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a process of slow and haphazard 
growth generally results in the forma- 
tion of a number of “cells,” each 
virtually self-contained, consisting of 
a senior, a few juniors and, say, a 
typist. In its own way, each such 
little unit is usually efficient. It 
benefits from a strong esprit de 
corps. It does its own filing and takes 
pride in being able to find a letter or 
document when wanted. The junior 
members of the cell cope with rou- 
tine tasks in their stride, along with 
other more interesting work: they 
describe their job in terms of their 
more important functions—and it is 
all to the good that they should do so 
if a degree of pride and ambition in 
their work is thus indicated. To re- 
arrange the office routine into a 
clerical production line concentrates 
the routine tasks into specialised 
sections without other more stimu- 
lating duties. The wholesome quali- 
ties of the cell, with its variegated 
functions, are then lost. Nor is that 
all. The setting-up of a typing pool, a 
registry serving the whole office, or a 
central filing department is often the 
signal for the coming of staffing 
troubles that derive from dissatis- 
faction with dull and monotonous 
duties and thrive when full employ- 
ment gives young people freedom to 
choose their work. 

All this means that on mechanising 
an office the degree of centralisation 
should be kept within limits—there is 
an optimum that is fixed by human 
operational factors as much as by 
impersonal mechanical ones. Again, 
the work in the central and servicing 
sections of the mechanised office 
should be made as attractive and 
mixed as possible—for example, if 
the type of machinery is well chosen 
it may confer some prestige value on 
the performance of menial routines. 


Endorsement (Almost) Abolished 

THE LONG CAMPAIGN ably conducted 
by Mr. Graham Page, M.P., for 
dispensing with endorsements on 
most of the cheques passing through 
the banking system has reached its 
closing stages. The Cheques (No. 2) 
Bill was last month considered in 
Committee, and is now well on the 
way to the Statute book. 
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It has been a long and (the tempta- 
tion is irresistible to add) a chequered 
course. Its origins go back many 
years, for some bankers have realised 
almost from the earliest days of the 
cheque that the endorsement, de- 
veloping as it did as an aspect of 
negotiability, was a useless adorn- 
ment on cheques that passed direct 
into the payee’s account. But there 
was no public interest in the issue 
until about 1949. 

The number of cheques passing 
through the clearings in London, 260 
million in 1938, had by last year 
become 376 million. In many 
businesses the labour of endorsing 
cheques is very considerable. In the 
banks the examination of endorse- 
ments, generally by both collecting 
and paying bankers, is an even more 
burdensome chore. There has been 
no substantial opposition to Mr. 
Page’s efforts, first in a Bill which, 
although it failed to get a second 
reading, prompted the appointment 
two years ago of the Mocatta Com- 
mittee, and now in this second Bill. 

The initial stumbling block, the 
endorsement-receipt, was overcome 
in the Mocatta deliberations: as 
recorded in ACCOUNTANCY (Decem- 
ber, 1956, page 480), the banks will 
continue the facility by separate 
arrangement with particular cus- 
tomers, all such cheques to bear a 
distinguishing mark on the face. But 
in that same comment in this journal 
last December attention was drawn 
to the failure of the Mocatta Com- 
mittee—the only shortcoming of an 
otherwise excellent report—to meet 
the accountants’ pertinent point, that 
under the proposed reform a cheque 
can be received at the discretion of 
the banker for the credit of a cus- 
tomer whose name is only approx- 
imately that of the payee, and that in 
such circumstances the paid cheque 
is not as good evidence of payment 
as it could be. The Institute of 
Chartered Accountants in England 
and Wales submitted what seemed 
to bean eminently practicable method 
of meeting the difficulty—the addi- 
tion to the face of such a cheque, by 
rubber stamp or otherwise, of the 
name of the customer for whose 
credit the cheque was taken. It still 
seems most desirable that the change 
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should be made in the new legislation. 


Company Accounts Analysed— 

FOR SEVERAL YEARS past the National 
Institute of Economic and Social 
Research has been analysing the 
published accounts of British com- 
panies. The accounts over the period 
1949-53 of some 3,000 public com- 
panies with stock exchange quota- 
tions have, with immense labour, 
been reduced to standardised form 
and the figures aggregated. The 
aggregations were made separately 
for all the companies taken together, 
for all those engaged in manufactu- 
ring, as distinct from non-manu- 


* facturing, and for each of twenty-one 


industrial groups. From the many 
tables given in the resulting publica- 
tion* comparisons may be made 
between years for groups of compar- 
able companies. The tabulations are 
essentially of three sets-of figures— 
income and its appropriation, the 
balance sheet, and the sources and 
uses of capital funds—sets of figures 
that among them give the basic ob- 
tainable information about the cur- 
rent and capital positions. Within 
the limits set by the documents, the 
published accounts, almost any sig- 
nificant comparison over time can 
therefore be made. 

To many accountants, a study of 
the long introductory text, taking 
twenty large pages of close type, will 
be no less rewarding than the making 
of comparisons from the tables. The 
discussion is on the scope and 
methods of the analysis—including 
such questions as the grouping of the 
accounts into periods, the obtaining 
of comparability from year to year 
and the definitions of the various 
accounting terms. 


—and Company Finance Dissected 
TAKING THE SALIENT figures of the 
sources and uses of funds, for all the 
companies, the following table is 
built up on the side of expenditure 
during the five years. 

The noteworthy conclusion is that 
about half the expansion was in the 
form of net assets and the other half 


* Company Income and Finance, 1949-53. Pp. 92. 
Nationa] Institute of Economic and Social Research, 
Dean Trench Street, London, S.W.1. Price 10s. net. 


Expenditure on Net Expansion 
All tabulated companies, 1949-53 
Per- 
£ million centage 
Net expenditure on fixed 
assets: 
Tangible fixed assets 
gross 1,958 
Less depreciation 953 
1,005 
Other fixed assets 72 
Investment in sub- 
sidiaries 125 
—— 1,202 48 
Increase in working 
capital: 
Increase in value of 
stocks 1,087 
Increase in debtors 781 
Less increase in 
creditors 565 
— 1,303 52 
£2,505 100 


was represented by working capital. 
A large part of the addition 
to working capital took the 
form of an increase in the value of 
stocks (mainly caused by rising 
prices). Before the publication of 
these figures, few would have attribu- 
ted so much financial importance, in 
a relative sense, to the increase in 
working capital. 

On the side of the financing of the 
expenditure, the following table 
results: 


Financing of Net Expansion 
All tabulated companies, 1949-53 
Per- 
£ million centage 
Balance retained in 
reserves: 
Appropriation of 
income 
Additions to future 
tax reserves 
Less net payments on 
capital account 27 


1,533 
229 


1,735 69 


. Receipts from new issues : 


Debentures and other 
fixed interest 298 
Preference shares 49 
Ordinary shares 307 
— 654 26° 
Increase in minority 
interests 45 2 


Total of balance retained 
in reserves, new issues 
and increase in 
minority interests 

Residual 


£2,505 100 


It is seen that 69 per cent. of the 
expansion was financed internally 
and 26 per cent. by new issues. The 
national income statistics, however, 
indicate that retentions out of cor- 
porate profits as a whole have more 
than sufficed to finance corporate 
expenditure on fixed assets and 
stocks: it would seem to follow that 
private companies must have re- 
tained profits sufficient, not only for 
financing their own expansion, but 
also for providing all the new funds 
raised by public companies, plus 
something more. 

The gross trading profits of the 
hundred largest companies rose by 
about 58 per cent. from 1949 to 1953. 
The corresponding figure for all the 
quoted companies taken in the study 
is about 46 per cent. Thus measured 
by their profits the “giant” com- 
panies have been growing consider- 
ably more rapidly than other public 
companies. But the public compan- 
ies as a whole have, nevertheless, 
outstripped the private companies, for 
gross trading profits of all companies, 
public and private combined, grew 
by only about 36 per cent. over the 
period. 


Meagre Personal Allowances 
THE SYSTEM OF personal allowances in 
income tax began in 1920/21, re- 
placing the earlier graduating system. 
The comparison of the size of the 
allowances in that first year with their 
size at present was described as 
“startling” by Mr. James Wood, 
A.C.A., at the annual general meeting 
of the Institute of Taxation, held 
recently. In 1920/21 the allowance for 
a single person was £135 and for a 
married man £225. Today the cor- 
responding figures are £140 and £240, 
though the purchasing power of 
money is probably about a third of 
what it was thirty-seven years ago. 
The case for a gradual increase in 
the personal allowances was not 
answered, said Mr. Wood, by point- 
ing to the fact that the child allow- 
ance was now £100 (or more for 
older children) compared with £27 
or £36 in 1920/21, for millions of 
taxpayers could claim only the single 
or the married allowances. 

Mr. Wood said that much sim- 
plification in taxation could be 
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achieved, with the saving of an 
enormous number of man-hours. 
For example, the preceding year basis 
of assessment could be abolished, 
along with the consequential provi- 
sions for opening and closing years, 
avoidance, losses and so on. These 
provisions, he continued, “cause a 
great deal of misunderstanding on the 
part of the taxpayer, and great diffi- 
culties to the professional adviser in 
ensuring that the maximum reliefs 
are obtained, and in endeavouring to 
explain to his client in comparatively 
simple language the very many com- 
plicated provisions affecting his 
liability.” 


William Strachan 

WE RECORD WITH deep regret the 
death on April 15 of Mr. William 
Strachan, F.S.A.A., in his ninetieth 
year. Many of our readers will join 
with us in recalling with gratitude his 
long life of service to the Society of 
Incorporated Accountants and its 
members and students. 

The whole of Mr. Strachan’s pro- 
fessional life was associated with 
Messrs. Martin, Farlow & Co., 
Incorporated Accountants, London. 
He passed the Final Examination of 
the Society in December, 1893, being 
awarded a prize and the First Cer- 
tificate of Merit, and became a 
member early the following year. In 
1899 he was admitted to partnership 
in Messrs. Martin, Farlow & Co.,and 
was senior partner after the retire- 
ment of the late Sir James Martin in 
1931, until he himself retired in 
1942. 

From 1902 to 1913 Mr. Strachan 
held the offices of Assistant Secretary 
and Librarian to the Society. His 
work in preparing and marshalling 
evidence greatly contributed to the 
successful result of the action in 
which the Society secured in 1907 
from the High Court legal protection 
for its designation Incorporated 
Accountant, declared to be an indi- 
cation of reliability and integrity. 
The decision of the Court raised the 
prestige and status of the Society and 
was a stimulus to its further develop- 
ments. During this period, too, Mr. 
Strachan played an important part in 
the various efforts towards some 
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measure of unification in the pro- 
fession—work which may now be 
destined to bear fruit. 

As a student, he was elected to the 
first Committee of the Incorporated 
Accountants’ Students’ Society of 
London on its formation in 1891. He 
was President in 1906, and served as 
Honorary Treasurer from 1945 to 
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1950. Throughout this period he 
remained an enthusiastic member of 
the committee of the Students’ 
Society; he contributed to its pro- 
ceedings, and for many years edited 
its yearly Transactions. 

The Incorporated Accountants’ 
Journal, the precursor of ACCOUNT- 
ANCY, was edited from 1931 to 1938 by 
Mr. Strachan—at first jointly with 
the late Sir James Martin—and earlier 
for a long period he had assisted in 
the editing. 

Mr. Strachan was author of Cost 
Accounts—one of the pioneer works 
on its subject, which was first pub- 
lished in 1902 and reached a sixth 
edition in 1936—and of Changes in 
Company Law: the Companies Act, 
1929, as it affects Accountants. 

During World War I he was 
Deputy Director of Contracts Costs 
in the Ministry of Munitions. 

He was for many years a deacon 
and financial secretary of Stamford 
Hill Congregational Church, which 
he had attended regularly since 1897. 
He tended the garden of the manse as 
well as his own. He was a life gover- 
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nor of the Royal Northern Hospital 
and for fifty years honorary treasurer 
of the Stamford Hill Home for 
Crippled Children, until, largely on 
his initiative, it was absorbed and its 
work continued by John Groom’s 
Crippleage. 

Mr. Strachan was methodical, 
painstaking and conscientious in 
every aspect of his work and life: he 
was indeed the personification of the 
reliability and integrity of which the 
judge spoke in the 1907 case. Not the 
least of his achievements is that these 
qualities inspired many younger 
people who were associated with him 
in the accountancy profession, a 
number of whom reached high office 
in the Society of Incorporated 
Accountants. 

Two of his three sons were articled 
to partners in Messrs. Martin, Far- 
low & Co. and are now members of 
the Society, one being a partner in 
the firm. 


Early ‘‘Overseas Trade 
Corporations” 

CELEBRATIONS ON A large scale were 
held recently on a small island in the 
James River, Virginia, to mark the 
occasion of the founding of the first 
English colony in America, 350 years 
ago. 

It was in 1606 that two separate 
groups of “adventurers” applied to 
James I for a Royal Charter authoris- 
ing them to attempt to found settle- 
ments in the land across the Atlantic 
which Raleigh had first visited. 
James granted the charter, which pro- 
vided that the “First Colony” was to 
be the concern of London, and the 
“Second Colony” of Plymouth and 
the outports. A year later, on May 
13, 1607, three tiny ships, carrying 
104 settlers of the Virginia Company 
(one of the earliest joint stock 
trading corporations), dropped 
anchor in the James River and 
the settlers landed on the island. 

Things went badly at first, for 
grave perils had to be faced. Many of 
the emigrants were obsessed with the 
idea of fortunes quickly made, and 
were more interested in the search for 
non-existent gold mines than in 
cultivating the soil. The Virginia 
Company, so far from profiting 
from their activities, was faced with 
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heavy losses. But it persisted, and in 
1609 secured a second charter em- 
powering it to trade, to survey and 
distribute the land in the territory, 
and to arrange for the transportation 
of more settlers. 

However, ships returning from the 
colony to the City of London con- 
tinued to bring bad reports. Share- 
holders, disappointed with the enter- 
prise, were disinclined for further 
voyages, and when the time came to 
make calls on capital there were 
defaulters. No signs of improvement 
came until 1613, when the settlers, 
having abandoned the hunt for 
precious metals, raised an experi- 
mental crop of tobacco. London 
smokers, on sampling the first con- 
signment, were so impressed that 
they undertook to buy unlimited 
quantities at 3s. per pound. At once 
there was a revival of interest in the 
Virginia Company. Fresh men and 
money crossed the Atlantic, and, 
though great trials had still to be 
endured, the future of the colony 
was assured. 

By 1621 the parent company was 
surrounded by a whole constellation 
of satellites. There was, for example, 
a “Joint Stock for Providing Apparel 
and Other Necessaries.” A second 
association was formed to engage in 
the manufacture of glass and beads 
for barter purposes, and there were 
others—for sending shipwrights to 
the colony, for promoting the trade 
in fur, and so on. 

Most enterprising and remarkable 
of all was a subsidiary primarily con- 
cerned with easing the harsh con- 
ditions under which the emigrants, 
mostly men, were obliged to live; 
and, in particular, to end their almost 
complete separation from members 
of the opposite sex. Organised under 
the title ““The Joint Stock for Trans- 
porting One Hundred Maids to be 
Made Wives,” this venture was, un- 
like many of the others, a great 
success. Prospective brides were sent 
to Virginia at a cost to the company 
of £12, including passage and all 
expenses. On arrival in the colony the 
maids received an uproarious wel- 
come, and would-be husbands, in 
fierce competition, were very willing 
to hand over 150 pounds of tobacco 
to reimburse the company. At the 


standard rate of 3s. per pound the 
bale of leaf produced £22 10s. Od. in 
London; the profit margin was, 
therefore, quite handsome—and 
everyone was satisfied. 


The Superannuated State 
BOTH THE MAIN political parties seem 
to be convinced—probably with justi- 
fication—that “‘pensions for all” will 
win votes at the next general election. 
The big question now, in a political 
sense, is how many of Labour’s 
clothes the Government will steal and 
whether it will be wearing them, in- 
stead of merely displaying them in 
the shop window, before the election. 
There is much in the Labour Party 
plan, published last month in a 
booklet called National Superannua- 
tion (price 1s. 6d. net), that has real 
economic merit, and is likely to re- 
appear in the Government’s pro- 
posals when they finally emerge. Such 
features are, for example, the gearing 
of contributions, as well as benefits, 
to income, correcting the worst 
feature of the Beveridge scheme; the 
insistence on a scheme that is largely 
paid for by employers and employ- 
ees, with only a relatively small and 
pre-determined contribution from 
taxation; the making of pension 
rights in existing schemes trans- 
ferable. There are other features, how- 
ever, that are provoking widespread 
questions. Can the insistence on 
only small State contributions stand 
up to the intention to secure pension- 
ers against ali increases in the cost of 
living? Will the scheme provide 
sufficient new saving in the shape of 
an excess of contributions by em- 
ployers and employees over current 
benefits, or will much of this excess 
represent diversions from _ other 
savings? Will the high rate of con- 
tributions (by employers, 5 per cent. 
of earnings of employees; by the 
employees 3 per cent. of earnings; by 
self-employed 8 per cent.) produce 
rises in prices and in costs? Are the 
suggested benefits, rising to a maxi- 
mum of £750 a year, conceived on 
too generous a scale? What of the 
great powers of State investment in 
industry bestowed by the plan? Then 
there are important issues on which 
the plan is itself not yet clear— 
particularly the relationship to pri- 


mastication to the disposal of radto-active 
fall-out from high-level baskets ? 


A. You wouldn’t. But for speed, accuracy and economy in 
all kinds of figuring you would install Monroe Calculators 
and Adding-Listing Machines. Set the problem, press a 
a key —and leave the rest to automation. Your Monroe 
steers its own way through all stages of figuring, short- 
cuts hundreds of time-wasting intermediate steps, races 
through complex calculations to the right result. 

Send today for details of the comprehensive 

Monroe range. There’s a model specifically 

designed to meet your particular requirements. 


MONROE CALCULATING MACHINE COMPANY LIMITED 
BUSH HOUSE, LONDON, W.C.2. COVent Garden 021! 


It’s more than likely that the Monroe 8N Adding-Calculator is +) 
precisely the machine you need. Every main function is fully 

automatic and the colour-grouping of the exclusive Monromatic YS 
single keyboard is scientifically designed for speed and simplicity. 
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ARE YOUR STAFF 


‘GETTING 
YOU DOWN’? 


. .. ls money slow to come in because your accounts clerks send 
out statements so late? And when you complain do they threaten 
to walk out? Tell you there’s too much to do... they need more 
staff? The solution is simple and immediate. Get an Anson 
Multipost Machine! 

The Anson Multipost Machine saves hours of work, keeps ac- 
counts under control, and cuts clerical work to a minimum. 
Just one writing gives three postings simultaneously. Statements go 
out on time . . . payment is received on time. Any risk of dis- 
crepancies is completely eliminated because clerks no longer have 
to transcribe thousands of figures from Journal to Ledger to 
Statement. They complete the lot in one operation. And Ac- 
countants can accept every figure as the correct original. 

The Anson Multipost Machine is economical to buy and use. It is 
equally time-and-labour saving for purchase ledger work, pay- 
roll and stock control. It could be the answer to your particular 
problems. We will gladly send further details on receiving this 
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GEORGE ANSON & CO. LTD. 
| Anson House, 58 Southwark Bridge Road, London, S.E.! 


| Tel: WATerloo 3746/9 
| Please send full details of ANSON MULTIPOST MACHINE 
| NAME TITLE 


| 
| 
| 
| 
| COMPANY | 
| 
| 


| ADDRESS. 


| Please tick applications of interest: 
P.A.Y.E. 


| (CD Sales Ledger 0 Costing 


(0 Cash Book and Receipts [] Purchase Ledger (] Other applications 


lo Traders’ Credit Payments (] Stock Control A 


VALUATION AND SALE OF 
BUSINESSES, RESTAURANTS AND HOTELS 
PROPERTY INVESTMENTS 


CHRISTIE & CO. 


7 BAKER STREET 
LONDON, W.1! 
Tel. WELBECK 0022 


London & 


Home Counties 


1 § PALMEIRA MANSIONS 
HOVE 
Tel. 38936 


JACEY HOUSE 
THE LANSDOWNE 


Sussex 


Hampshire & 


South West | BOURNEMOUTH 
Tel. 7247 
ST. STEPHEN’S HOUSE 
Devon & | CATHERINE STREET 
West Country | EXETER 
Tel. 59371 


PENSIONS 


FOR THE 


SELF EMPLOYED 


For Mutual satisfaction consult: 


NATIONAL PROVIDENT 
INSTITUTION 


FOR MUTUAL LIFE ASSURANCE 
— Established 1835 — 


48 GRACECHURCH STREET, LONDON, E.C.3 


Telephone: MANsion House 148! 
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vate pension funds and to the 
assurance offices, and whether the 
self-employed will be able to opt out 
of the national scheme. 


Shorter Notes 


New President of the Irish Institute 

Mr. George F. Klingner, F.c.A., has been 
elected President of the Institute of 
Chartered Accountants in Ireland. The 
new President is a senior partner in the 
firm of Stokes, Bros. & Pim, Chartered 
Accountants, of Dublin. He is a Past- 
President of the Institute of Bankers in 
Ireland and Chairman of the Royal 
Bank of Ireland. The new Vice-President 
of the Irish Institute is Mr. James 
Walker, F.c.A., C.A., partner in Craig, 
Gardner & Co., Chartered Accountants, 
of Belfast. 


The Times for T wopence 

Students of the Society of Incorporated 
Accountants may obtain The Times at 
half-price—2d. instead of 4d. A regi- 
stration form, obtainable from the 
Secretary of the Society at Incorporated 
Accountants’ Hall, should be completed 
by the student and sent to the subscrip- 
tion manager of The Times. Other 
students, at school or university or 
taking approved courses, may obtain 
the concession. 


Accountant Member of Restrictive Prac- 
tices Court 

One of eight lay members appointed to 
the Restrictive Practices Court is Mr. 
W. G. Campbell, F.c.A., senior partner in 
Josolyne, Miles and Co., Chartered 
Accountants, who is a member of the 
Council of the Institute of Chartered 
Accountants in England and Wales. 
Mr. Campbell is to be a whole-time 
member of the Court, the President of 
which is Mr. Justice Devlin. 


Accounting Arrangements for Purchase 
Tax 

Notice No. 77 of the Commissioners of 
Customs and Excise, now issued in a new 
edition dated May, 1957, gives particu- 
lars of the accounting arrangements, 
records and returns expected of regis- 
tered traders in accounting for purchase 
tax. A copy of the notice, called a 
General Guide to Purchase Tax Pro- 
cedure, has been sent by H.M. Customs 
and Excise to every registered trader. 


Fixed Prices for Government Works 
Contracts 
In future, government contracts for 
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buildings and other works are to be let 
on fixed price tendering without varia- 
tion clauses for labour and materials. 
Local authorities and the nationalised 
industries are to be invited by the 
Government to follow the same policy. 
There are provisos that the works shall 
have been thoroughly planned in advance 
and that the estimated period of the 
contract is not more than two years. 
Contractors regard the provisos as 
necessary limitations on the risks taken 
with fixed price contracts. 


“Supercharging”’ 

Road hauliers are taking off their rates 
the remainder of the Suez surcharges 
(see ACCOUNTANCY for May, 1957, page 
203). But lorries on the road are still to 
be “supercharged.” Private hauliers 
have been recommended by the Road 
Haulage Association to raise rates to 
6 per cent. above those ruling at the 
beginning of December last, and the 
charges of British Road Services have 
been increased to produce 74 per cent. 
more revenue than at that time. 


A Tax Management Bill? 

On the second reading of the Finance 
Bill, Mr. Douglas Houghton, M.P., made 
the useful suggestion that the backlog of 
administrative reform left over from the 
report of the Royal Commission on the 
Taxation of Profits and Income should 
be swept up in a “Tax Management 
Bill.”” Administrative changes, he said, 
that did not involve the level of taxation 
could conveniently be made in a Bill 
other than the Finance Bill and at 
another Parliamentary season, thus im- 
plementing the reforms more speedily. 
The Chancellor of the Exchequer 
replied that he would certainly ponder 
the suggestion made by Mr. Houghton. 


The First Expenditure Tax 

The first expenditure tax ever to be im- 
posed is proposed in the Indian Budget. 
Initially, the tax will be on personal 
expenditure in excess of a total of £1,800 
a year for each married couple and 
£375 a year for each child, if the assessed 
annual income exceeds £4,500. The rate 
of tax will commence at 10 per cent. The 
expenditure tax is based on the recom- 
mendations of Mr. Nicholas Kaldor, of 
Cambridge University, who visited 
India last year, and whose book An 
Expenditure Tax was discussed in these 
columns last August (pages 302-3). 
Another innovation is a tax on 


“wealth,” applying to all property 
exceeding £15,000, at rates rising from 
4 per cent. to 14 per cent. per annum. 
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Income Tax Payers’ Society 

The executive committee of the Income 
Tax Payers’ Society reports that its 
annual index of matters relating to 
income tax, surtax, profits tax and 
Excess Profits Tax discussed in the 
House of Commons has been in good 
demand from members who act pro- 
fessionally for clients on taxation. The 
advisory department of the Society 
dealt with over 2,400 enquiries in 1956, 
a high proportion from accountants and 
solicitors, indicating, says the com- 
mittee, “the value which many pro- 
fessional members . . . place upon a 
second opinion from the Society.” 


O. & M. on Show 

Three-quarters of the 28 metropolitan 
boroughs in London have for five years 
run jointly an organisation and methods 
service, whose success in streamlining 
and smoothing office and other activities 
of the boroughs has previously been 
noted in these columns. Last month an 
exhibition was staged at Westminster 
City Hall to show how the O. & M. 
teams set about their work and of what 
it consists. “L cal g vern ent without 
O. & M. is incomplete” was the slogan. 
It is to be hoped that the exhibition 
attracted representatives of local govern- 
ment outside London, and of private 
business, for there are very many | cal 
g vern ent units and un eth dical 
private c ncerns up and down the 
country. The director of the Metro- 
politan Boroughs O. & M. Committee 
is Mr. H. J. Dive and its address is 
Westminster City Hall. 


Accountancy the Eighth Most Popular 
Career 

A survey based on 3,000 questionnaires 
completed by boys aged 11 to 18 in 
public and grammar schools shows that 
accountancy was the eighth most 
popular career. The nine careers at the 
top of the list had the following per- 
centages of answers to the question 
“What do you want to do when you 
leave school?”: engineering, 9.60; 
medicine, 5.30; teaching, 4.46; research 
chemistry, 3.93; Royal Navy, 3.86; law, 
3.43; Royal Air Force, 2.53; accoun- 
tancy, 2.43; and merchant navy, 1.36. 
Accountancy was not in the first nine 
careers chosen by 1,000 boys aged 11 to 
16 in secondary modern schools. The 
inquiry, which was mainly directed 
towards ascertaining the reading habits 
of boys and girls, was conducted by W. 
H. Smith & Son, Ltd., the booksellers, 
and George G. Harrap & Co., Ltd., the 
publishers. 
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EDITORIAL 


The Un-electronic Office 


month at the Instruments, Electronics and Automation 

Exhibition at Olympia, Sir Walter Puckey had some 
harsh things to say about accountants. “In bulk they have 
always seemed to me to be conservative to an extreme,” 
he said, “and you have only to look at the history of 
so-called management accounting to realise that.” The 
criticism was, indeed, somewhat tempered by an admission 
that factors external to the accountant hindered him 
from making changes. “The statutory requirements of 
company law and the audit strongly discouraged an 
experimental attitude. Just as one did not advertise for a 
cashier who was fond of travel, one did not encourage too 
much initiative among accountants.” Nevertheless 
the accountant was himself largely to blame. The upshot 
seemed to be that the accountant was, if not the only 
villain in the modern tragi-comedy which we may call, 
entirely without elegance, The Un-electronic Office, at 
least a leading player in an evil group, which included 
also the machine makers and many managers. 

Now, Sir Walter Puckey expressed himself in some 
pointed language and perhaps with some exaggeration 
for emphasis. However, his comments on the accounting 
profession, after interpretation and toning down, need to 
be taken very seriously. Here is an expert on electronics 
and automation who holds the accountancy profession 
to be grievously wanting in the face of an historic develop- 
ment in techniques. He would be wrong, however, if he 
supposed that there is no official awareness in the 
accountancy profession of what is now expected of it. 
As it happens, on the very same day as Sir Walter was 
inveighing against the accountancy profession at Olympia, 
Sir Richard Yeabsley, the President of the Society of 
Incorporated Accountants, was addressing the members 
of the Society at their annual general meeting at Incor- 
porated Accountants’ Hall. The President devoted the 
first part of his address (reproduced on other pages of this 
issue) to the place of the aecountant in the coming 
era of electronic accounting. Sir Richard Yeabsley, if in 
considered words and temperate phraseology, himself 
criticised apathy and lack of understanding among 
accountants. The apathy, said Sir Richard, was partly 
due to the present high capital cost of computers and 
partly to their highly technical mechanism and termin- 
logy. The technical jargon should first be understood and 
then discarded for plain terms. And, he urged, members 
of the accountancy profession should take advantage of 
the opportunities to study electronic accounting and its 
implications, and should create other such opportunities. 

It is greatly to be hoped that these words will be heeded 
and carefully pondered, and that action in the profession 
at large will follow. When Sir Richard referred to the 
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capital cost of computers he was careful, it is to be noted, 
to prefix the adjective “present.” Accountants would 
surely be deluding themselves if, on the score that a 
computer is at the moment too expensive to be used in 
any business with which they are associated, they dis- 
sociate themselves from an understanding of elec- 
tronic accounting and auditing for the electronic office. 
For it is evident that there will be rapid improvements in 
digital computers and that they will become cheaper— 
adapted both in design and price for the general run of 
medium-sized businesses. We shall not for very long be 
at the stage in which, according to Sir Walter Puckey, 
the electronic content of office machines has not yet 
reached five per cent. in this country, or when we have 
installed fewer than 50 digital computers while the 
United States has installed over 4,000, or when there are 
no more than 200 computers on British order books and 
American makers have between 3,000 and 4,000 on theirs. 

At the same time let it not be forgotten that the 
accountant is not the only player on the scene—or not 
the only villain in the piece! It was our main impression 
of the Olympia exhibition last month that there was on 
display electronics in the factory, in medicine, in aero- 
nautics, in scientific research—almost everywhere but in 
the office. And Sir Walter Puckey himself did not spare 
the machine makers in his attack. He suggested that what 
was needed was the bringing together of different skills 
—skills in designing, manufacturing, installing and 
service—to give the electronic office system. The opera- 
tive word is system, and the computer itself is not a 
system. The office machinery makers must surely be 
prime movers in reaching towards this culmination, even 
though they are entitled to expect co-operation and 
assistance from accountants, managers and others. 

One of the obvious dangers for the accountancy pro- 
fession is that there might grow up a breed of experts in 
electronic accounting and clerical procedures who would 
be apart from the organised profession itself (a related 
but more general danger is that the word experts might 
in many instances have to be put within quotation 
marks). Especially at a time when the profession is, we 
hope, about to take a great stride towards unifying itself, 
such a splintering movement is to be deplored, and 
everything should be done to avoid it. However, to avoid 
it the accountant will probably have to do more than 
become skilled in accounting and auditing in their 
electronic setting. If it is correct to think and plan in 
terms of the electronic office system, not simply the 
electronic accounting machine, the man who is respon- 
sible for electronic accounting should also be closely 
concerned with the other electronic clerical procedures, 
perhaps responsible for them. 


The speech of the President of the Society of 
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ted 
Accountants, Sir Richard Yeabsley, C.B.E., F.C.A., F.S.A.A., at 
the annual general meeting held at Incorporated Accountants’ Hall 
on May 15. A report of the meeting is on page 283. 


Developments in Accounting 


THIS IS INDEED a momentous year for the Society, but the 
72nd annual report of the Council calls for little ampli- 
fication. Our main preoccupation during 1956 was with 
the negotiations which resulted in the publication on 
December 20 last of proposals to integrate the Society 
with the English, Scottish and Irish Institutes of Char- 
tered Accountants. As you must all know, the schemes of 
integration have now been approved by each of the 
English, Scottish and Irish Institutes. 

The alterations to the English Institute’s Charter and 
Bye-laws have been submitted to the Privy Council for 
approval and the alterations to the Bye-laws of the 
Scottish Institute have likewise been submitted to the 
Privy Council for approval. A further general meeting of 
the Irish Institute is to be held on May 30 to approve the 
alterations to the Bye-laws of that Institute, and there- 
after these will be submitted for approval of the Govern- 
ment of the Republic of Ireland and of the Governor and 
Privy Council of Northern Ireland. 

I think you will all readily agree that this is neither the 
time nor the place to discuss the integration project in 
detail. An extraordinary general meeting of the Society 
will be convened to be held at the Royal Festival Hall on 
June 19 of this year to approve of the schemes and that 
will afford, I suggest, a more convenient opportunity for 
any discussion. 

That is all I have to say on matters referred to in the 
report, and I now propose to direct my remarks to certain 
developments in accounting which merit careful thought 
by members of the Society. 


Electronic Accounting 

It is not many years ago that loose leaf ledgers were first 
introduced and we recall the case of Hearts of Oak 
Assurance Co. Ltd. v. James Flower & Sons which in 1935 
decided that a collection of loose leaves fastened together 
between two covers is not a book within the meaning of 
Section 120 of the Companies Act, 1929, and is not 
admissible in evidence for the purposes of that Section. 
Then came the accounting machines with ledger posting 
in type on cards or sheets, with arithmetical proof ob- 
tained from accumulating mechanical registers built into 
or attached to the machines. Later came punched cards 
as the medium of analysis and of accounting record. So 
much has occurred in accounting in the lifetime of many 
of us—far, far more than occurred in the previous four 
hundred years. The speed of the changes and the nature 


of them are such that we still find accounting or. book- 
keeping by pen and ink in bound ledgers in quite a large 
number of small concerns. 

With these changes have come changes in our approach 
as auditors to these records, and we also have in mind the 
changes introduced in regard to such records in the Com- 
panies Act of 1948. 

The disaster of two World Wars and the extraordinary 
scientific and social developments that have taken place 
in the last forty years have played a great part in the 
development of manufacturing and trading techniques, 
and it is not surprising that with these developments there 
should have occurred the vast changes in accounting 
techniques to which I have referred. Nor is it surprising 
that our profession has played a leading part in seeing to 
it that industry’s needs in this field are satisfied. 

But what of the future? Are we prepared for the great 
changes that have recently been introduced? I refer to 
electronic accounting and the use of computers. Some of 
you were privileged, as I was, to attend the Society’s 
Course at Cambridge last autumn and heard this subject 
expounded at some length. It was dealt with at Oxford 
two years before and again at Cambridge in 1955. 

It can always be said that these developments are for 
the pioneers or the large concerns and some may well be 
in that large section of whom those words of Pope may 
be appropriate—“‘Not the first by whom the new are 
tried nor yet the last to lay the old aside.” 

There is, I fear, some apathy to the present develop- 
ments, engendered partly by their present high capital 
cost and partly by the highly technical mechanism and 
expressions employed in the operation of the electronic 
devices to which I have referred. Technical jargon should 
frighten no one—it should be first understood and 
then discarded for plain terms—and this enjoinder I 
would make regarding some other terms we use. The 
machines are complicated but the fundamental features as 
to input, accumulation, storage and output are there. It is 
for us to understand what they can do, their advantages 
and their limitations. It is only then that we can, as 
auditors, apply ourselves to determine our requirements 
and to assess the extent to which our annual examinations 
need to be amplified by interim examinations of the 
records and of the effective operation of an appropriate 
system of internal check to enable us effectively to report 
to the shareholders under Section 162 of the Companies 
Act, 1948. I foresee great changes in auditing techniques 
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resulting from the changes in accounting techniques to 
which I have referred, and we must be prepared to play 
our part in the rapid developments that are now taking 
place. I submit in all seriousness this is a matter for each 
and every one of us: it is not sufficient to leave it to the 
“‘willing few.” Opportunities are available for the study of 
electronic accounting and its implications. Let us take 
advantage of them and create others. 

Before leaving this subject and further to my earlier 
reference to the case of Hearts of Oak Assurance Co. 
Ltd. v. James Flower & Sons, 1 would remind you of the 
terms of Section 436 of the Companies Act, 1948— 
which I summarise as follows: Where any such book of 
account (required by this Act to be kept) is not kept by 
making entries in a bound book, but by some other means, 
adequate precautions shall be taken for guarding against 
falsification and facilitating its discovery and in default 
the company and every officer of the company shall be 
liable to a fine not exceeding fifty pounds and further 
shall be liable to a default fine. In my view we should have 
this provision as well as Section 147 in mind when re- 
porting under the Ninth Schedule, paragraph 2, as to 
whether proper books of account have been kept by the 
company. 


Interim Statements 

Another development in recent years is the growing 
demand for interim statements. Firstly, there was the 
obvious need of management and this was met by the 
preparation of operating and financial statements at 
convenient intervals, such as four-weekly, quarterly and 
half-yearly. Then came budgetary control, effected in 
various ways, and standard costing. With all this, speed 
was and is an essential factor and, while accuracy ought 
not to be sacrificed, a degree of approximation is essential 
within limits that are clearly understood. 

Accounting is one of the tools of management and it is 
vital that the contribution to be made by the accountant 
is that which is required by the management at the time 
it is needed and is made in terms that can be understood. 
All this has been said before but it bears repetition. 

Now there is a demand for the publication of certain 
interim statements for the benefit of shareholders and, 
indeed, potential shareholders. It might be said we are not 
concerned with such statements that the directors may 
decide to publish—maybe as auditors that is strictly cor- 
rect but while I think that that proposition is worthy of 
further study, there is no doubt that as a profession we 
are vitally concerned. 

We have recently observed some companies including 
turnover figures in their annual accounts—quite unheard 
of in this country until a few years ago—although some 
may remember that traffic figures were published weekly 
by the main British railway companies for many years 
until nationalisation. However, some concerns are now 
giving half-yearly or quarterly statements and there is 
little doubt in my mind that public opinion, as reflected 
in the Press, and possibly in time the regulations of the 
Stock Exchange will demand of directors the publication 
in at least certain cases of appropriate information as to 
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the trend of trading and the changes in the financial 
position that have occurred at intervals much shorter than 
a year and published at a date not far distant from that of 
the end of the period in question. 

We are all familiar with the monthly mining returns, 
statements of rubber crops and similar statistics that are 
published in the daily Press—they certainly provide useful 
information to those interested. But what of the general 
run of businesses?—unfortunately, for a variety of reasons 
no interim statements are published, indeed in many cases 
no interim dividends are paid on the Ordinary share 
capital. 

Clearly, it is wasteful to prepare information that is 
useless or not wanted and wrong to publish that which 
may be misleading; none the less there is available for 
internal management purposes a wealth of information, 
the significant features of which may be of value to the 
investor. One realises in this context the age old cry that 
competitors may benefit; where this is true and materially 
harmful to the company publishing the information, there 
are obvious reasons for non-publication, but is it not true 
that in many cases little or no real harm would result and 
there may well be some benefits? 

Having decided that some information might well be 
given there arise such questions as the following—(a) how 
often, (b) what should be given, e.g. sales, orders, profit, 
net current assets, etc., etc., (c) on whose authority, (d) 
should the auditors be concerned with their publication, 
(e) should the figures for the last period in the financial 
year be given or merged in the annual accounts, and (/) 
what steps, if any, should the auditor take if during the 
course of his duties he finds that the information pub- 
lished was incorrect to a material extent? 

I do not think this is the time or place to provide 
answers to these questions and I have no doubt many 
others will occur to you. My purpose is to stimulate 
interest in this subject, which is not only one of growing 
importance but one on which the profession has yet to 
state a positive view. I realise that the circumstances of 
individual concerns may well affect the answers to some 
of the questions I have posed but we should face up to 
this problem and give a clear lead. In my view there should 
be published significant figures at reasonably frequent 
intervals and not unduly delayed, and such as are 
published should be the responsibility of the directors. 
However, we should do all we can to ensure that the 
appropriate figures are made available and available 
when they are wanted but that those concerned are well 
aware of the purpose for which they are given and the 
inferences which can reasonably be drawn from them. 


Form of Accounts 

Following the introduction of the Companies Act, 1948, 
there have been important developments, not only in the 
form of the annual accounts presented to shareholders, 
but also in the degree of information given in amplifica- 
tion of items contained in the accounts. Here again, we 
were behind our American cousins, and so far as I am 
aware there has been no widespread protest that the dis- 
closure of detail that is now required by the Statute is 
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harmful: on the contrary the information actually given 
is often more than is legally required. Apart from the 
necessity of complying with the law, the further develop- 
ments in this field have been due in no small measure to 
the stimulus provided by our profession, the progressive 
attitude of directors, the excellent surveys and publicity 
given to accounts in our journal ACCOUNTANCY, in the 
daily Press and financial weeklies and, last but by no 
means least, that excellent innovation of the Accountant 
Annual Award. 

Weekly and almost daily one reads of new features or 
different forms of presentation. The omission in published 
accounts of shillings and pence and the use of vertical or 
narrative statements is now accepted practice. Rounding 
off to hundreds or thousands of pounds is a growing 
practice and one that might well be more widely adopted. 

However, I consider that those concerned with the 
presentation of accounts should have in mind, not only 
the statutory requirements and the use to which the ac- 
counts may be put by informed readers such as the 
Financial Editors of the Press, but also the desirability of 
including therewith, or separately where more convenient 
or appropriate, statements of the financial position and 
trading operations in a simple form, one that could be 
understood and appreciated by the man in the street and 
the average worker in the concern. But we are all aware 
of the misleading manner in which statistics can be pre- 
sented with obvious incorrect conclusions to be drawn 
from them, so that it is necessary that those concerned 
should see to it that brevity and simplicity are combined 
with fairness and conciseness in any statements that are 
issued supplementary to the main accounts. 

The apathy of the average shareholder in attending 
meetings is notorious and this may increase with the 
growing practice of the circulation of the chairman’s 
statement with the annual accounts presented with an 
increasing amount of detail. However, it is for considera- 
tion whether annual meetings might not on certain occa- 
sions, where practicable, be held at the company’s factory, 
warehouse, etc., and an opportunity afforded then, or 
during the year, for shareholders to view the factory, etc., 
and some of its operations and thus be enabled to take 
a more intelligent interest in their investment rather than 
to act as “sleeping partners.” 


Exchange of Information 

During recent years there has been a welcome increase in 
the exchange between those concerned of information on 
manufacturing techniques and costs. This has I think been 
largely due to the efforts of and through Trade Asso- 
ciations. Those concerned have realised that great ad- 
vantages can accrue to them both individually and col- 
lectively in increased productivity, greater efficiency and 
lower costs. It is true also that in at least some cases this 
has resulted not only in a saving in the use of imported 
materials and the more effective use of labour but also in 
lower prices. That these are desirable objectives is obvious 
and British industry and commerce is to be congratulated 
on the steps taken. As a profession, we are interested in 
the exchange of costing and similar information and can 


1957 259 


play our part in ensuring that the information that is 
provided individually is in the form in which it can best 
be used, is available at the right time and is as aceurate as 
is reasonably possible. 

This leads to a consideration of the desirability of the 
use of standard terminology and of uniform presentation. 
As to the former, I think that in the sphere of accounting, 
there are obvious advantages in the use of common 
nomenclature and definitions and as a necessary con- 
comitant, in analysis. The extent of analysis is one for 
individual businesses to determine in relation to the degree 
of control it is desired to exercise but there is a point 
where collectively the results should be comparable and 
should be such as to allow reasonable and effective com- 
parisons to be made. 

The matter of presentation is also of importance and 
we are concerned to see that the information obtained is 
set forth fairly and in such a manner that the obvious 
inferences to be drawn from the statement are proper and 
in accord with the facts, and in this context may I repeat 
what I said at the Autumnal Conference in Birmingham 
in 1949, that we should have in mind three characteristics 
—clarity, brevity and certainty. 

I believe that a great deal of good can come from the 
exchange of information, such as I have indicated, within 
members of an industry, usually under the auspices of a 
trade association. There is also available the wealth of 
statistical information now given by the Board of Trade, 
including the results of the censuses of production and 
distribution. These are major steps in the national field 
but really worth-while comparisons can and ought to be 
made at lower levels, namely individually. 

I am aware of much that has been done in this field in 
certain industries and I consider it should be fostered—for 
years organisations such as the Wholesale Textile Associa- 
tion and the Retail Distributors Association have obtained 
really worth-while information as to the elements of cost 
of distribution and have made this available to all their 
members. Much remains to be done in this field but, while 
we may not have completely dispelled distrust and sus- 
picion, there is now in British industry a real spirit of 
co-operation in research, both fundamental and applied, 
in manufacturing techniques, in the training and the use 
of labour and in the ascertainment, circulation and con- 
trol of costs. 

In recent years many industries have sponsored the 
publication of costing manuals applicable to their own 
particular industry and recently we, the Society, were 
associated with the Associations of Boot and Shoe 
Manufacturers in the publication of such a book for the 
footwear industry. All concerned are to be congratulated 
on this excellent publication. These publications are of 
great value in raising the standard of costing in industry 
and in enabling management to get the information they 
want in a form in which they can understand it and at a 
time at which they can use it with efficacy. Much still 
remains to be done in this field and there is a great 
responsibility upon us to provide industry with such of 
our competence as will achieve the greatest practical 
benefit to all concerned. 
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How should production loss be computed in preparing standard 
costs? How should the actual loss be compared against the standard, 
and the debit to “process loss variance account” be ascertained? 


Standard Costs for Production Loss 


(CONTRIBUTED) 


IN COMPUTING PRODUCT standard costs provision must be 
made for the production loss—for the reduction of input 
that occurs, because of scrap, shrinkage, evaporation and 
so on, during the manufacturing processes, including 
packing and such ancillary operations in the term 
“‘*manufacturing.” If selling prices are fixed on the basis of 
standard costs, the excess cost represented by the pro- 
duction loss must be included in prices, and even if price- 
fixing is by some other method, the management will have 
no satisfactory test of efficiency in manufacturing unless 
quantitative standards for the production loss are formu- 
lated as part of the standard costs of the business. 

The production loss involves excess cost under the 
three headings of materials, labour and factory overhead, 
but in the first instance the examination of its incidence 
is frequently confined to materials. To formulate the 
standard cost of the materials in the product it is neces- 
sary first to decide on the standard recipe or specification, 
showing in schedule form the quantities and descriptions 
of the various materials used. To draw up the schedule 
technical and accounting staffs collaborate, but before the 
recipe is fixed the data must be verified by tests made in 
the factory. 

A normal approach is that the initial standard recipe is 
tested by data obtained from manufacturing cost centres 
and showing, for normal production “runs”’: 

1. The works order number, for verification of the 
product. 

2. The expected standard output based on the initial 
standard recipe. 

3. The actual output attained. 

4. The deviation of the actual output from the standard 
output. 

If there is recurrent production of a limited range of 

“lines,” it may well be possible to complete the test in a 

quite short period. But if there are many irregularly pro- 

duced lines, the testing period will be longer. Attention 

may then at first be confined to the most important 

products and the draft standard recipes of the remaining 

products may be left to be tested for accuracy as and when 

production becomes necessary. 

If tests of output compared with input reveal that the 
physical expectations of the technical staff are not being 


fulfilled, there should be an inquiry to ascertain the 
responsible factors. This inquiry will establish whether 
the degree of loss actually sustained in manufacturing 
processes can or cannot be further reduced, so the 
standard cost of production loss can be fixed at an eco- 
nomic level. 

A note should be appended on the product standard 
cost schedule showing how the loss standard has been 
computed. Thus: “The quantities of materials shown 
hereon are in respect of 100 units of product. The expected 
output is 98 units. The process loss from input is 2 per 
cent.”’ The evaluated standard cost per unit of product is 
then derived by dividing total standard cost by 98, so 
incorporating in money terms the provision for the pro- 
duction loss. Alternatively, the standard quantities of 
input in the form of raw materials can be shown for one 
unit of output, and augmented by the appropriate pro- 
vision for the loss factor. If, however, as in a number of 
industries, the capacity of the processing plant determines 
the quantity of materials in the input, it is useful to re- 
cord, on the product standard cost schedule, the standard 
input involved for a normal run, so facilitating recurrent 
requisitioning from the stores. 

Standard costing technique readily gives a comparison 
of actual and standard loss of materials. The procedure 
may be on the following lines: 

1. There is daily reporting by the factory of the actual 
output of completed products, their description and 
sizes, and works order numbers. 

2. The output is evaluated at product manufacturing 
standard cost. 

3. The actual output is compared with the standard, and 
any loss variation established. 

4. The work-in-progress account is debited with the 
standard cost of labour, materials and factory over- 
head. 

5. The work-in-progress account is credited with the 
manufacturing standard cost of the actual output. 

6. The work-in-progress account is credited with the 
manufacturing standard cost of the loss variation, 
the corresponding debit being made to a “process loss 
variance account.” 

The process loss variance account makes available, for 
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use in control, an index of yield-efficiency. By revealing 
the monetary incidence of any abnormal production loss 
the account recognises the provision incorporated into 
product standard cost for the normal production loss. 

Of the excess loss resulting from sub-standard yields, 
the loss of materials is only a part. The unrealised yield 
carries also its appropriate share of direct labour and 
factory overhead. The incidence of this remaining part of 
the excess loss is ascertained by evaluating the quantity of 
excess loss at the standard manufacturing cost of the 
product. Hence, the debit to “process loss variance 
account” is the total manufacturing standard cost com- 
prised in the quantity of excess loss. 

The relative importance of controlling production loss 
varies from industry to industry, being greatest when the 
cost of materials is a large element in total cost. Again, 
particular industries have their peculiar characteristics 
in the cost components affected by production loss vari- 
ances. These characteristics must be recognised when the 
loss factor, for inclusion in product standard costs, is 
being formulated. As an example, cite the brewing in- 
dustry. The excise duty payable on beers brewed is the 
predominant factor in total cost. Consequently, if stan- 
dard costs are to be established for each type and strength 
of beer, the relevant standard costs of the duty must be 
computed. There are two production loss factors—the 
standard loss of quantity expected by the brewer, and the 


Accountant at Large 


Goodwill and Window Boxes 


261 


1957 


loss factor prescribed by the Customs and Excise. When 
the Excise Officer has gauged the quantity of product 
lying in the fermenting vessel (for each brewing separ- 
ately), a deduction of six per cent. is made from the 
quantity before calculating the excise duty chargeable. 
The deduction—which is deemed to cover the quantitative 
loss subsequently incurred in the processes of racking 
(piping the beer into barrels) or of bottling—may not be 
synonymous with the loss standard fixed by the technical 
staff of the brewer—a figure of, say, three per cent. Both 
loss standards must be brought into the computation of 
standard costs for excise duty, as the following hypotheti- 
cal example shows: 


The “length” brewed is, say, 103 barrels (sufficient to 
produce an expected output of almost 100 barrels, 
after a three per cent. loss in production). 
The “length” for excise duty is 103 barrels minus 
six per cent., or 96.8 barrels. 

The standard cost of excise duty may be then com- 
puted thus: 


96.8 excise duty cost per barrel relative to the 
“100 © specific gravity of the brew. 


This standard is based not on the notional barrelage 
for excise duty purposes (96.8 barrels) but on the 
output expected to be achieved (100 barrels) when 
working at the prescribed level of efficiency. 


somewhat paradoxically, its removal 
will become progressively easier as 
the real goodwill of the business in- 
creases. To talk of “real goodwill” 
is in itself to beg the question; but 
the point is plain enough. And it 
must be admitted that goodwill in 


WITH JUNE UPON us (ah, so soon!) the 
window boxes flourish around our 
business centres, bringing colour to 
the market place and an echo of 
garden joys to City-bound workers. 
The connoisseur of window boxes no 
doubt appreciates them more in the 
dim winter days, when colour is ata 
premium and much less prevalent in 
the boxes. But let us salute the win- 
dow box in its prime, as one of the 
most pleasant of goodwill builders. 
Here, we may assume, is its 
raison d’étre—to earn for its pro- 
prietor the grateful notice of the 
passer-by, and his eventual associa- 
tion of the flowers with the name. 
Certainly, to state the purpose thus 
baldly is greatly to over-simplify it 
—there are other motives at work in 


the minds of most of the many char- 
terers of window boxes. Yet these 
displays of flowers are like any other 
beautification of the premises,whether 
it be the new shop front in the shop- 
ping centre or the wash-down of the 
smoky office building: they are good 
for prestige, good for the name of the 
business. They are good for goodwill. 

Goodwill is naturally a thing that 
accountants know a good deal about, 
although goodwill in accountancy is 
not exactly the same thing as goodwill 
in the world at large. (It would 
perhaps be more accurate to say that 
accountants value goodwill in a 
rather different fashion from that of 
other people.) Goodwill in a balance 
sheet, we.are taught, is something to 
be removed as soon as possible; and, 


this “real” sense is the most intan- 
gible and imponderable of assets. 

Of what, indeed, does it consist, 
this imponderable item? It can be 
made up of all kinds of things. 
Prestige advertising, like window 
boxes, can be challenged by the 
general manager who is out of 
sympathy with frippery, while hard 
selling advertising, in contrast, is so 
measurable in its direct results that 
the same general manager—even the 
accountant—cannot but recognise 
them. But the first kind of advertising 
may well be more economic than the 
second kind in goodwill building. 
Advertising of the calibre of Guin- 
ness’s is plainly accomplishing more 
than merely a direct encouragement 
of sales; it is building (or rather, at 
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this stage, maintaining) a name and 
a considerable body of goodwill. 
Among the most criticised of 
advertisements through the years 
have been the London Transport 
posters, which decorate Underground 
stations so delightfully and, their 
opponents argue, without useful 
purpose. “Useful” in this context 
means, narrowly, “measurable in 
cash return”; and the argument of 
the critics implies that it is waste of 
money for a monopoly to advertise 
at all, more especially when the 
advertisement hardly even seeks to 
increase business. No doubt the 
London Transport advertising mana- 
ger is used to rebutting the argu- 
ment, as Frank Pick, the enlightened 
originator of the policy, was used 
to rebutting it. The word “goodwill” 
must surely enter into the counter- 
attack. 
For it is interesting to notice (and 
it is salutary for accountants, pro- 
fessionally concerned with cash 
values, to remind themselves of the 
fact) that all the various aspects of 
goodwill do very often seem to be 
intermingled and interlinked. The 
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hard-headed critic of wasteful ex- 
penditure on prestige advertising— 
and window boxes—may protest that 
what builds the best and most en- 
during kind of goodwill is service to 
the customer. On this there can be no 
dispute: the business that provides a 
better product than its competitors 
will get itself talked about by its 
satisfied customers, and such talk is 
the most valuable goodwill possible. 
The best service can occasionally be 
found in grubby premises in a back 
street; and shining modern premises 
in the town centre are no guarantee 
that the service will match the en- 
vironment. But those grubby little 
shops with a high standard are in a 
minority, for surprisingly often the 
man who wants to give value for 
money will make a great effort to 
make his place of business, however 
small, a suitable framework for his 
standards. It is significant that win- 
dow boxes are not normally the in- 
signia of notoriously inefficient 
businesses. 

It is not too idealistic to suggest 
that goodwill stems very often from 
some single driving person in a par- 


ticular business who likes his fellow- 
men: Scrooge unreformed is no 
model for the modern businessman. 
A business can get a name for ser- 
vice above its competitors in all sorts 
of quite small ways, most notably in 
the cheerful courtesy of its employees, 
a matter not so hard to organise as 
pessimists would have us believe. And 
the man who organises goodwill of 
this kind is very likely to encourage 
also the best kind of prestige ad- 
vertising. He may even order win- 
dow boxes. 

And to come to an imponderable 
perhaps even lighter than the rest 
one must not leave out of the balance 
altogether the effect of window boxes 
on the employees themselves. There 
may be statistics somewhere—there 
ought to be—relating the manhours 
lost in strikes to the attractiveness or 
otherwise of the workplaces. Does 
the modern factory in pleasant sur- 
roundings suffer as much from 
labour disputes as the dirty mid- 
nineteenth century workshop? If as 
one suspects it does not, the reason is 
not merely the premises but the 
attitude of mind that built them. 


The Finance Bill 


THE SALIENT FEATURES of the Finance Bill (excluding 
customs and excise and purchase tax) are summarised 
below. 


Rates of Tax 

The standard rate remains at 8s. 6d. for 1957/58 and 
surtax rates are unchanged for 1956/57. The surtax rates 
for 1957/58 will be fixed in the future. 


Personal Reliefs 

The earned income relief for 1957/58 is to be two-ninths 
of the first £4,005 of earned income and one-ninth of the 
next £5,940—that is, the relief does not cease until the 
earned income reaches £9,945. The maximum relief is 
£890 +£660=£1,550. Contrary to much popular belief, 
the earned income relief is not to be given for surtax 


purposes. 
The old age relief is to operate on total income up to 


£700 (previously £600), with marginal relief for incomes 
slightly over that amount. A person who or whose wife 
living with him is at any time during 1957/58 of the age of 
sixty-five or more is to be exempt from tax if his total in- 
come does not exceed £250 (single person) or £400 
(married man). Where the total income exceeds the limit 
by less than £50, the tax payable is not to exceed 
one-half of the excess. 

The child relief is to vary with the age of the child, 
dependent upon the age at the commencement of the year 
of assessment, as follows: (a) over the age of 16, £150; 
(5) over 11 but not over 16, £125; (c) not over 11, £100. 
The child’s income must still not exceed £85. 

These provisions will not affect P.A.Y.E. until June 
22, 1957. 


Personal Allowances and Surtax 
The total income for 1956/57 onwards is to be reduced 
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How 
does the 
smaller 
firm 


raise new 


capital ? 


For firms needing new plant, 
buildings or basic working capital, the best answer may be ICFC. 
The Corporation provides long-term loans and share capital, 
in amounts between £5,000 and £200,000. 

Write for our booklet, “ Capital for Business and Where to 


Find It ’’, to any of the addresses below. 


INDUSTRIAL AND COMMERCIAL FINANCE CORPORATION LIMITED 


Head Office: 7 DRAPERS’ GARDENS, LONDON, E.C.2. NATIONAL 8621/5 
Branches: BIRMINGHAM—214 HAGLEY ROAD. EDGBASTON 4181 LEICESTER—31 FRIAR LANE. GRANBY 854 
MANCHESTER—73 WHITWORTH STREET. CENTRAL 5429 EDINBURGH—33 CHARLOTTE SQUARE. EDINBURGH 30212 
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Portrait of 
a man who 


invested in 
SAFETY... 


with ABBEY NATIONAL naturally! 


At the helm of his little five-tonner he’s as happy as a king and as 
free as the breeze. On weekdays, you'll find him in an architect’s 
office, well-established in his profession with a partnership in the 
offing. Like all people in responsible positions, he has his worries, 

but at least he loses no sleep over eee 


A SAFETY-FIRST= 
INVESTMENT 
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2/o 
INCOME TAX PAID 


BY THE SOCIETY 
This is equivalent to 


£6.1.9 


per cent where Income 
Tax is paid at the 


the security of his savings, for he 
has invested in Safety with Abbey 
National. 

The Abbey National gives him 
a good return free of income tax. 
Today this is 34 per cent— equal to 
£6.1.9 per cent where the standard 
rate of income tax is paid. 

*““When stocks and shares are 
meeting squalls or headwinds,”’ says 
our yachtsman, “* give me the good 
ship Abbey National.” Any amount Standard Rate 
from £1 to £5,000 is accepted. TU 


ABBEY NATIONAL 


BUILDING SOCIETY 
Member of The Building Societies Association 
A national institution with assets of £258,000,000 


Branch and other offices throughout the United Kingdom: 
See local directory for address of nearest office 


ABBEY HOUSE - BAKER STREET - LONDON-N.W.1 Tel: WELbeck 8282 


CVS-432 
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New ideas in Office and Industry 


Business 
_ Efficiency 
Exhibition 


Here is a gathering of ways and means to 
the complete efficiency of every business 
concern. Men and machines here present 
their case for progress—progress in cutting 
costs, saving time, work and money. The 
modern office and factory demand the 
economy of first-class, up-to-date equip- 
ment — everything from loose-leaf binders 
to electronic brains. You will find them all 
here, designed to give you perfect service. 


OLYMPIA 
June 17-27 

Open 10am-8 pm 
Admission 2/6 


Fashions for the business girl—dress shows daily 
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for surtax purposes by (a) the personal allowance less 
£140 (i.e. only the excess of the married allowance over 
the single allowance is involved here—a deduction of 
£100); (5) the reliefs for children, housekeeper and de- 
pendent relatives and similar reliefs. 

The additional personal allowance in respect of the 
wife’s earned income is not deductible. 

In the case of a non-resident entitled to relief, the de- 
duction is to be reduced in the same proportion that the 
proviso to Section 227 (2), Income Tax Act, 1952, re- 
duces any relief given to the claimant. 

If separate assessment is involved, the deduction is to be 
the same as if there were no separate assessment. The 
£100 and relief for any child of either spouse will be 
divided in proportion to the respective incomes, the other 
deductions being allocated to the spouse to whom they 
go for income tax purposes. 


Capital Allowances 

The investment allowance on the provision of a ship is 
increased from 20 per cent. to 40 per cent. if the expendi- 
ture is incurred after April 9, 1957. 

No initial or investment allowance is to be given to a 
taxpayer in respect of expenditure on the provision of 
machinery or plant unless the expenditure results in his 
owning the asset at some time during his basis year. 

Where the contract under which the capital expenditure 
is incurred provides that the person incurring it shall be- 
come the owner on completion of the contract (e.g. a 
hire purchase contract), the allowances are to be given 
but can be withdrawn if he ceases to be entitled to the 
benefit of the contract without becoming the owner of the 
machinery or plant. This provision is retrospective—it is 
deemed always to have had effect. We shall say more 
about this in a later issue. 


Schedule A 

To meet the position arising as a result of the Court of 
Appeal decision in Gatehouse v. Vise [1957] 2 W.L.R. 
672, the law is to be revised. Where a distinct part of a 
house or building is separately occupied by a tenant of 
the landlord of the entire house or building (the occupa- 
tion by a sub-tenant of the tenant is treated as that of the 
tenant), that part may be treated for Schedule A as a 
distinct house or building. It must be so treated if on an 
appeal by the landlord it is shown that the tenant holds 
that part from the landlord under a letting for a year or 
more rent free or at a rent less than the net annual value 
which would be appropriate to that part. 

The landlord will remain chargeable on a house or 
building let in different apartments and tenements and 
occupied by two or more persons severally to the extent 
that any part is not treated separately as above. 

In Scotland and Ireland, there are provisions to avoid 
the disturbance of Schedule A assessments by the revi- 
sion of rating assessments. 


House of Commons Members’ Fund 
Periodical payments from this Fund are to be chargeable 
under Schedule E. 
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Small Maintenance Payments 

The small maintenance payments which can be made 
without deductions of income tax are to be (a) payments 
to or for the benefit of a woman for her maintenance, £5 
a week; (b) payments to or for the benefit of a person 
under twenty-one years of age, 30s. a week. 

This does away with the confusion caused by so many 
different Acts. This provision is not to apply to payments 
falling due before April 6, 1958, unless the order for the 
payments was made or varied after August 4, 1957. 


Central Banks 

Exemption from tax under Schedule C is to be allowed 
where so directed by order in Council for dividends on 
United Kingdom (U.K.) Government securities held by 
certain central banks which formerly were colonial 
currency boards. 


Overseas Trade Corporations 

An Overseas Trade Corporation is defined as a company 
resident in the U.K. which is carrying on a trade outside 
the U.K. or is a principal company not itself carrying on 
a trade but having a subsidiary company which is an 
Oversea Trade Corporation and which is carrying on a 
trade outside the U.K. There are, however, several dis- 
qualifications. The principal ones are detailed below; 
others will be dealt with in later articles. We shall hear a 
lot about “‘O.T.C.’s”—another addition to the long list 
of abbreviations with which we are now faced. The 
Chancellor promised “long and complicated legislation.” 
We are to have it! The Bill on this item runs to 15 Clauses 
(14 pages) and 5 schedules (16 pages of small print). An 
O.T.C. is to be free from U.K. income tax and profits 
tax. 

The cost to the Treasury, estimated as £35 million in a 
full year, does not indicate that the problem is as real as 
the proposed legislation suggests! No doubt this is be- 
cause the rates of tax on companies in several countries 
is as high or higher than in the U.K. Even in such coun- 
tries, the O.T.C. will attract any pioneer or depletion 
relief. Moreover, steps have already been taken by many 
groups to ensure that no U.K. tax is paid on the profit of 
subsidiaries abroad except so far as remitted here; in 
such instances there may still be benefits in having an 
O.T.C. to combine the subsidiaries under central man- 
agement. 

Oversea plantation and merchanting companies are to 
be able to register as O.T.C.’s right away and will be 
exempt on profits not remitted to the U.K. This will par- 
ticularly help surtax payers, since ploughed back profits 
will result in capital appreciation (controlled com- 
panies will still have to face Section 245, however), since 
there will be no profits tax or surtax payable on distri- 
butions in a liquidation. 

The following businesses cannot qualify as O.T.C.’s: 

(a) Banking; 

(5b) Money lending or hire purchase financing; 

In the next issue of ACCOUNTANCY an article will consider 
the Overseas Trade Corporation in detail. 
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(c) Dealing in securities; 

(d) Insurance; 

(e) Shipping or air transport or chartering ships or 
aircraft for use by others; 

(/) Businesses whose receipts wholly or mainly consist 
of payments for the services of individuals ordi- 
narily resident in the U.K. in the course of a pro- 
fession or vocation; 

(g) Businesses whose receipts are in respect of copy- 
rights in respect of which the author is ordinarily 
resident in the U.K. 

As indicated above, there are other disqualifications 
with which we shall deal at a later date along with the 
other provisions. It is to be remembered that the Bill 
may well be amended as it proceeds through the Com- 
mons. 


Estate Duty 
A Clause with 15 sub-Clauses is designed to close the 


1957 


loopholes in the five year period affecting gifts inter 
vivos. The property representing the proceeds of gifts 
sold by the donee (market value if given away) is to be 
valued—not the original gift. The value of scrip or rights 
issues, less any sums paid by the donee, is to be included. 
The property in the settlement of settled gifts at the date 
of the donor’s death is to be the value of the gift. The 
new law will operate for any death after the passing of the 
Act but will include gifts made at any time previously if 
within the five-year period (one year in the case of a 
charity). 

Sub-Clause (10) may require scrutiny as it provides that 
any property comprised in a gift inter vivos made by the 
deceased is to be deemed to be property in which the 
deceased had an interest. The effect may be that many 
gifts not previously aggregable will have to be aggre- 
gated. 

There is a marginal relief if the gift exceeds £500. The 
duty chargeable on such gifts is not to be greater than the 
sum by which the gift exceeds £500. 


Taxation Notes 


Cross-references 

The Finance Bill, 1957, must contain 
nearly a record for cross-references to 
other Acts. It is not so bad when an 
indication of what the other Act is 
about is given, but in many instances 
no such indication appears. 


Gifts Inter Vivos 
Criticisms of Clause 35 of the 
Finance Bill have been raised on 
many grounds, among which are: 

(1) The retrospective nature of 
sub-Clause (15), which is to catch all 
gifts deemed to pass on a death 
after the Section comes into force. 
That means that perfectly legitimate 
arrangements made on the best 
advice will be brought to nought if 
the donor dies within the statutory 
period. Having regard to the small 
amount of taxation that is likely to be 
involved, it is hoped that Parliament 
will see fit to remove this blot on the 
proposals. Life is difficult enough in 
the taxation field without facing the 
prospect of changes in the law five 
years hence nullifying what is legally 
done today. 

(2) The winding-up of the estates 


of some donees will be delayed, as 
the personal representatives will have 
to consider the effect of the donor 
dying within five years of the gift. 
Reserving for the contingent liability 
will be guesswork. 

(3) Sub-Clause (10) says: “‘For the 
purposes of aggregation, any pro- 
perty comprised in a gift inter vivos 
made by the deceased shall be deemed 
to be property in which the deceased 
had an interest.” This seems to mean 
that nomination policies will have to 
be aggregated. Had that been the 
intention, presumably _ reference 
would have been made to the appro- 
priate Acts and Sections. This seems 
to require clarification. 


Small Incomes and Age Relief 
Exemption is now given to a person 
aged 65 or over where the total in- 
come does not exceed £250 for a 
single person or £400 for a married 
man. Where the income in either case 
is under £50 in excess of the amount 
mentioned, the tax payable is limited 
to half the excess. 

The maximum income at which a 
single person will benefit from mar- 


ginal relief seems to be £266, while 
for a married man it is £429, thus: 


Illustration: 


Single Married 
Without 
marginal 
relief: 
Income £266 £429 
Age relief 
2/9ths £60 £96 
Personal 140 240 
— 200 — 336 
66 93 
& & 
£60 at 2/3 615 O £60at2/3 615 O 
6at4/9 1 8 6 33at4/9 716 9 
£8 3 6 £14 11 9 
With mar- 
ginal relief: 
4of£16 £8 0 O 4of£29 £1410 0 


The Royal Commission and _ the 
Finance Bill 

Recommendations of government 
commissions receive many varied 
treatments. In income tax it seems 
that the Inland Revenue usually 
manages to modify a recommenda- 
tion before it reaches the Statute 
Book. Sometimes the recommenda- 
tion is improved in the interests of 
the taxpayer, sometimes worsened. 
An example of improvement in this 
sense is in the new maxima for earned 
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income relief. The Royal Commis- 
eion on Taxation suggested only an 
sxtension to £2,500 on which relief 
would be given at 2/9ths and relief 
on a further £500 at 1/9th. The Bill 
has taken these figures up to £4,005 
and £5,940. 

The proposed steps in child relief 
are not, however, in accordance with 
the recommendations of the Royal 
Commission for an increase either by 
reference to the total income of the 
parent or by some marginal relief 
when the child’s income exceeded 
£85. 


Clitas 

Release 39 of “Current Law” In- 
come Tax Acts Service (Clitas), 
dated May 6, 1957, contains the text 
of the Finance Bill so far as it 
affects income tax, surtax and profits 
tax, annotated with cross-references 
to the Income Tax Acts and Konstam. 
The promptness of the issue adds to 
its usefulness. Subscribers are 
cautioned that before the Finance 
Bill reaches the Statute Book it may 
undergo substantial changes. 


Problems of Section 341 
Now that a taxpayer who suffers a 
business loss can have relief either in 
the year of assessment in which the 
loss arises or in the following year, 
and now that he need not set the loss 
against his wife’s income unless he so 
wishes, it is important to weigh up 
the relative advantages of each 
method of claiming relief. It must be 
borne in mind that a loss of earned 
income is set first against the loser’s 
earned income, then his unearned, 
then against the spouse’s earned 
income. 

The following illustration indicates 
problems that arise. 


Illustration (1) 

For 1955/56, A’s income was £1,350 
earned and £500 unearned; his wife's 
was £720 earned and £400 unearned. 
The reliefs are shown in the computa- 
tion of liability below. In 1955/56 he 
suffered a business loss of £2,120. For 
simplicity, National Insurance con- 
tributions and family allowances are 
ignored. 
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Original liability 
Wife's 
earned 
income 
£ £ 
Earned income 2,070 720 
Unearned income .. + 900 
2,970 
Earned income relief (E.I.R.) £450 (a) £150 
Personal allowance (P.A.) .. 240 
Additional personal allowance 
(A.P.A.) 140 (5) 140 
Life Assurance Relief (L.A.R.) 
2/Sths of £200 80 
— 1,110 290 
£1,860 (c) £430 
& a 
First £720... 186 0 
At 8/6 £1,140 484 10 0 
£670 10 O 


(a) The husband’s earned income attracts relief of £300, leaving £150 to be set 
against the wife’s income. 
(5) This is the only other allowance that can be given only because of the wife 


having earned income. 
(c) Since the sum exceeds £360, the reduced rates of tax are allowed in full. 


A Section 341 claim made reduces the total income as follows: 


If set against total If set against husband’s 
income income only 
£ £ £ £ £ £ £ £ 
Earned income (husband) 1,350 1,350 
Unearned income (husband) 500 500 
Earned income (wife) 270 carried forward 270 
Amount of loss £2,120 £2,120 
Earned income (wife) .. 450 720 
Unearned income (wife) .. 400 400 
E.LR. 100 160 
P.A. 240 240 
A.P.A, 140 140 
Children .. di .. 200 200 
L.A.R . .(d) 57 (e) 75 
497 400 97 515 400 115 
£113 £305 
£60 at 2/3 ™ 615 0 £60 at 2/3 .. 615 0 
53 at 4/9 - 1211 9 150 at 4/9 .. 35 12 6 
95 at 6/9 .. 32 1 3 
£19 6 9 £74 8 9 
(d) Maximum premiums allowable 1/6th of £850 
(e) Maximum premiums allowable 1/6th of £1,120 
Tax Repayable .. £651 3 3 £596 1 3 
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If the second method were adopted and the wife’s income 
and the husband’s unearned income in 1956/57 were the same 


No Section 341 claim 


£ 
Earned income (wife) 
Unearned incomes 
E.IL.R. 
P.A. 
A.P.A. 
Children 
L.A.R. 


First £360 .. 93 0 0 


At 8/6 £20/£60 810 0 


£101 10 O 


Repayment £101.10.0—£18.12.6 
Difference in 1955/56 £651.3.3—£596.1.3 


Net gain by deferring relief .. 


It must be emphasised that the loss must be set off in 
full against the total income of the person suffering the 
loss or of them both as selected. It is not permissible to set 
off part only with the aim of letting personal etc. allow- 
ances take care of the rest. 

If large incomes are involved, the method chosen may 
affect surtax. Take a simple case: 


Illustration (2) 


For 1955/56 assessment A had a business income of £3,000. 
In that year he sustained a loss of £4,000. He had no unearned 
income. His wife’s income was £2,500 earned and £1,500 
unearned. 


Original liability: 
£ £ £ «ad. 


Earned incomes 5,500 
Unearned 1,500 
7,000 Surtax= 1,112 10 0 
E.LR. 450 
P.A. 240 
A.P.A. 140 
— 830 
£6,170 
£ s. @. 
First £720 186 0 O 
At 8/6 £5,450 236 5 @ 
2,502 5 0 
Total tax . £3,614 15 O 
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as in 1955/56, a Section 341 claim could be made on £2,120— 
£1,850—£270, with these results: 


Section 341 claim 


£ £ £ £ £ £ £ 
720 720 
900 630 
160 160 
240 
140 140 
200 
80 
520 — 300 — 520 — 300 
£380 £420 £110 £420 
£ s. d. +s. 4. 
93 0 0 (£110) 18 12 6 933 0 «0 
25 10 O (£ 60) 25 10 O 
£118 10 O £18 12 6 £118 10 O 
82 17 6 
2 


The relief would be— 
If claimed against total income: 


Loss £4,000 
Less: Reduction in E.I.R. 
(wife’s earned income 
reduced to £1,500) 116 
£3,884 at 8/6 1650 14 0 
Surtax as above 1112 10 O 
on £3,000 112 10 O 
— 1000 0 O 
£2,650 14 0 
If claimed against husband’s 
income only: £ 
Loss £3,000 at 8/6 1,275 
Surtax as above £1,112 10 0 
on £4,000 28710 0 
825 


If claimed against the husband’s income only there would 
be £1,000 available in 1956/57, giving relief of: 


£ 
Loss - = £1,000 at 8/6 425 0 0 
Surtax on £4,000 287 10 O 

on £3,000 112 10 O 
175 0 0 
£600 0 0 
Net gain by deferring relief .. £49 6 0 
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| '| Highly Successful Courses 


for the Institute, Society and Association Examinations. 


| % FOR AUDIT CLERKS—The famous “Safe Pass” Courses for S.A.A. 
and A.C.C.A. 


* FOR QUALIFIED MEN—I.C.W.A. Courses with concessions; and 


Training for Management. 


% FOR CAREERS IN INDUSTRY-—Incomparable I.C.W.A. Courses. 


FOR JUNIORS—Carefully graduated Courses in Book-keeping, 
Auditing and all Commercial subjects. Specialised Courses for the Prelims. 


ANOTHER 


student gained 


FIRST 
PLACE 


Write to 
THE SCHOOL OF ACCOUNTANCY 
termediate 
105 Regent House, 105 Regent House, n 
6 Norfolk St., Strand, of Successful Wet Regent Street, 
London, W.C.2 Glasgow, C.2 MAY, 1956 


FIRST PLACE! 


School of Accountancy 


Papers everywhere... Staff work- 


all hours... How can they 
. run a business like this?.... 


SOMETHING’S HAPPENED THIS OFFICE 


GLADYS cannot be expected to know that the 
manager—at the end of his patience — has 
gone to the 


BUSINESS EFFICIENCY EXHIBITION 
at OLYMPIA to look into 


Simpligi: 
at STAND N° 73 


W. H. SMITH & SON (ALAGRA) LTD. 


PARK ROYAL ROAD, PARK ROYAL, LONDON, N.W.10 
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~ How High is Highest? 


To attempt the heights and savour the triumph of reaching the top is a 
challenge that is always present. But, at the moment of conquest, we invariably 
discover yet another summit looming above us. This continuous climbing 
one to find the highest peak is the essence of success. It is the spirit which has 
~~ guided the Legal & General to such a high position in the Assurance world. 


The Society has consistently maintained a good bonus record for 

over 60 years and at the last Quinquennial Valuation ending 
31st December, 1956, a rate of 45/- per cent was declared under 
participating Life policies of the new series in force at that date. 
The welfare of its policyholders is the first aim of the Legal & General and 
the latest declaration justifies the confidence placed in the Society. 


LEGAL & GENERAL 


ASSURANCE SOCIETY LIMITED 


CHIEF ADMINISTRATION: 188 FLEET STREET, LONDON, E©.4. TEL: CHANCERY 4444 


Che 


President: JAMES WOOD, a.c.a. 


Vice-Presidents: STANLEY A. SPOFFORTH, F.c.a., F.S.A.A., F.C.LS. 
FREDERICK BIDSTON, F.a.c.c.a., F.c.Ls. 


Secretary: A, A. ARNOLD, F.c.1. 


Membership of the Institute is open only to applicants who have passed either the examinations 
conducted by the Institute of Taxation or the final examination of certain professional bodies. 


Fellows and Associates receive: A text-book, annotated copies of Finance Acts, half-yearly Digests of 
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Taxation in East Africa 
The Commission of Inquiry into 
East African income tax considers 
that excessive taxation on indi- 
viduals is discouraging immigration 
of the skilled persons who are 
needed, so that East Africa suffers to 
the advantage of the Rhodesias and 
South Africa. The report of the Com- 
mission suggests an increase of 
50 cents in the £ in the company tax, 
but it recommends a_ simplified 
scale of rates of income tax for indi- 
viduals, with a maximum of 5s. in the 
£, and increases in personal allow- 
ances. 

The chairman of the Commission 
was Sir Eric Coates, C.S.I., C.LE., 
formerly deputy chairman of the 
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National Coal Board. The findings 
are not binding on the East African 
Governments. 


Partnership Charges 

The Inland Revenue has hitherto 
held that private investment income 
of an individual partner in a firm 
could not be treated for income tax 
purposes as available to cover, in 
whole or in part, his share of partner- 
ship charges. The Board has, how- 
ever, been advised in cases recently 
before it that the view is incorrect, 
and it has decided to raise no 
objection in future to an individual 
partner’s share of partnership charges 


Recent Tax Cases 


By W. B. COWCHER, 0.B.£., B.LITT. 


Income Tax 


Trade— Deduction in computing profits— 
Change in control of company—Com- 
pensation for loss of office—Liquidation 
of company—Whether sum paid de- 
ductible—Finance Act, 1926, Section 32 
—Income Tax Act, 1945, Section 17— 
Income Tax Act, 1952, Sections 137 (a), 
145 (2). 


C.1.R. Patrick Thomson Ltd.; 
C.I1.R. v. J. and R. Allan Ltd.; C.1.R. v. 
Pettigrew and Stephens, Ltd. (Court of 
Session (Inner House), December 7, 
1956, T.R. 471) were three cases arising 
out of what, in these days of “take-over 
bids” must be of everyday occurrence. 
The main point being the same in all 
three cases, the Court’s analysis of the 
legal position was confined to the 
Patrick Thomson case. This company 
had been a fully-owned subsidiary of the 
Scottish Drapery Corporation, Ltd., 
and in the summer of 1952, The House 
of Fraser Ltd., by buying a large block 
of shares in the Scottish Drapery Cor- 
poration from Debenhams Ltd., had 
obtained control. By July 31, 1952, Mr. 
Hugh Fraser on behalf of his company 
had agreed to buy the whole of the 


shares in the Scottish Drapery Corpora- 
tion. By September, 1952, the last- 
mentioned company was completely 
controlled by The House of Fraser, and 
Patrick Thomson had thereby become a 
sub-subsidiary of the latter. 

For many years the managing director 
of the Thomson company had been a 
Mr. Gardiner, who for some time prior 
to the events above-mentioned had been 
negotiating for a new agreement giving 
him some relief in day-to-day manage- 
ment. The main heads had been settled 
in March, 1951, and the actual agree- 
ment covering a period of five years had 
been executed on August 18, 1952— 
that is, before the passing of control to 
the Fraser company in the following 
month. The change in control, however, 
meant a change in business policy, the 
decentralisation adopted by the Scottish 
Drapery Corporation being discarded in 
favour of the Fraser policy of centrali- 
sation. Mr. Gardiner was considered too 
old and not energetic enough to carry 
out the new policy and on December 2, 
1952, his contract of service had been 
terminated by an agreement with Patrick 
Thomson in consideration of £3,000 
paid to him in full satisfaction of his 
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being regarded as franked for income 
tax purposes by his private invest- 
ment income. 

The Royal Commission on the 
Taxation of Profits and Income 
recommended in its final report 
(paragraph 513) that there should be 
a change in the basis of assessments 
under Section 170 of the Income Tax 
Act, 1952, on the excess of partner- 
ship charges over partnership in- 
come, and that the excess should be 
regarded as franked to the extent 
that, on being apportioned between 
the partners according to their 
interests, it would be covered by 
taxed personal income of the part- 
ners. Assessments under that Section 
will now be made on this basis. 


rights to future remuneration. On 
January 30, 1953, the company had been 
liquidated and the business carried on 
thereafter in the same premises as a 
branch of The House of Fraser. The 
Special Commissioners had found as a 
fact, one which would seem to have been 
of vital importance, that there was no 
connection between the liquidation and 
the cancellation of Mr Gardiner’s 
agreement. The £3,000 in question had 
been charged in the accounts of Patrick 
Thomson as a business expense in the 
accounts for the year ending January 
30, 1953. 

Before the Special Commissioners 
there had been a contention, later 
abandoned, that the £3,000 was em- 
ployed or intended to be employed as 
capital. The main argument for the 
Crown was that since the directors of 
Patrick Thomson knew that liquidation 
was impending it could not be said that 
the payment was within Section 137 (3) 
of the 1952 Act, as “‘wholly and ex- 
clusively . . . for the purposes of the 
trade” which would come to an end 
with liquidation. The benefit, it was 
argued, would go to The House of 
Fraser. The argument in reply was that, 
even granting it to be true, a payment 
could still be a payment within the 
Section although it was not for the bene- 
fit of the trader then carrying on the 
trade. In support of this contention were 
cited upon behalf of the respondent 
company C.I.R. v. Barr (1954, 33 
A.T.C. 137; 35 T.C. 293), and Morgan 


| 
a 
| | 
i 
{ 


268 


v. Tate and Lyle—the *“*Mr. Cube”’ case 
—(1955, 33 A.T.C. 184; 35 T.C. 367; 
A.C. 21), two House of Lords cases 
which were found to determine the 
issue. 

The Special Commissioners had de- 
cided against the Revenue in each of the 
three cases, and their decisions were 
upheld by the Court, full judgments 
being given by the Lord President (Lord 
Clyde) and Lord Sorn. Lord Carmont 
held that there were enough facts stated 
to justify the Special Commissioners’ 
decisions but considered that the full 
relevant facts were not stated. Lord 
Russell simply agreed with his col- 
leagues. The Lord President and Lord 
Sorn both stressed that in the two cases 
above-mentioned it was established that 
where there was factual continuance of 
a trade its notional discontinuance for 
certain purposes of assessment by virtue 
of Section 145 (2) of the Income Tax 
Act, 1952, did not mean that there was 
to be similar notional discontinuance 
where the issue was whether a disburse- 
ment was permissible under Section 
137 (a). The Lord President held that 
the purpose for which the money was 
spent was a question of fact on which 
the decision of the Special Commis- 
sioners was final. In none of the cases, 
he said, could it be successfully main- 
tained in computing the profits for 
1952/53 that the expenditure was not 
laid out for the purposes of the trade and 
there was nothing to justify interference 
with the Commissioners’ finding. The 
fact that benefit enured to The House of 
Fraser was, he held, irrelevant, the test 
being one not of benefit but of purpose. 

Lord Sorn, in the course of his judg- 
ment, pointed out that, whilst in the 
““Mr. Cube” case the House of Lords 
was divided in opinion on the main 
issue, all of their Lordships agreed that 
for tax purposes a trade was an entity 
distinct from the persons by whom it 
was carried on. Amongst the quotations 
from that case contained in his judgment 
was the following from the speech of 
Lord Reid (1955, Appeal Cases p. 57; 
35 T.C. at p. 423): 


Moreover, it is not difficult to suppose a 
case where a trader is shortly to be suc- 
ceeded in his trade by another person 
and when he spends money the benefit 
of which will accrue in whole or part to 
his successor. It could not be said that 
for that reason the money was not wholly 
or exclusively laid out for the purposes of 
the trade. 


The effect of the case would seem to 
be to establish more firmly that where 
there is factual continuance of a trade, 
expenditure, such as the cost of a change 
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in trade policy, which would be de- 
ductible if there were no change of 
ownership is still deductible despite 
notional discontinuance for assessment 
purposes unless the facts of the case 
put the expenditure outside Section 
137 (a)—unless, for example, the £3,000 
in question in this case had been found 
to be part of the cost of liquidation. 


Income Tax 

Office or employment—Lodging allow- 
ances — Whether assessable under 
Schedule E as emoluments—Whether 
expenditure on lodgings deductible— 
Income Tax Act, 1952, Schedule IX, 
paragraph 7. 

Evans v. Richardson and Nagley 
Spilsbury (Ch. February 12, 1957, T.R. 
15) were two unfortunate but quite 
hopeless cases. In the first, the General 
Commissioners had held that lodging 
allowance of 11s. a day paid to Major 
Richardson, a regular Army officer, and 
amounting to £97, was not income. In 
the second, a National Serviceman in 
the Army Pay Corps had been paid 
lodging allowance at the rate of £1 2s. 
9d. per week. In Mr. Nagley’s case the 
General Commissioners had confirmed 
the assessment. The payments in both 
cases were due to there being no 
available Army accommodation. In 
both cases, the contention was that, even 
assuming the lodging allowances to be 
income, the recipients were entitled 
under paragraph 7 of Schedule IX, 
Income Tax Act, 1952, to a deduction in 
respect of the amounts paid for lodgings. 
Wynn-Parry, J., after a review of the 
relevant cases, found for the Crown on 
both points. A general solution of the 
unsatisfactory position would seem to 
lie in making lodging allowances to be 
equivalent to the gross amounts which 
after deduction of tax are equal to the 
actual cost of lodgings. 


Income Tax 


Fraud or wilful default—No returns made 
of trading profits—Assessments for more 
than six years—Whether case one of 
“fraud or wilful default’”—Income Tax 
Act, 1952, Section 47. 


By virtue of Section 47 of the Income 
Tax Act, 1952, the six years’ time limit 
for additional assessments is not to 
apply where the taxpayer has been 
guilty of “fraud or wilful default.” In 
Barney v. Pybus (Ch. February 12, 
1957, T.R. 13) the appellant was a 
dealer in scrap iron and other items. He 
had completed a form claiming reliefs 


for the year 1939/40, showing a total 
income of £70; but for the years 1940/41 
to 1947/48 inclusive he had made no 
returns and had not been assessed. 
Additional assessments had been made 
upon him in respect of his profits of 
trade for the years 1939/40 to 1946/47 
inclusive and in respect of interest for the 
years 1939/40 to 1947/48 inclusive. (The 
latter assessments probably indicate the 
origin of the case.) 

Although otherwise illiterate, he could 
sign his name. He dealt for cash and 
kept no accounts, but had three banking 
accounts. Before the Commissioners, it 
appears that, infer alia, he had alleged 
as a fact that he had never heard of in- 
come tax until 1951. (Such an audacious 
statement would seem to justify italics.) 
Needless to say, the Commissioners 
had found it impossible to regard him as 
a witness of truth and had held that he 
had given no acceptable explanation of 
why no returns had been made. Conse- 
quently they had decided that he had 
acted deliberately and so was guilty of 
fraud, or at least wilful default. Wynn- 
Parry, J., upheld the Commissioners’ 
decision. At the close of his judgment, 
he said: 

In my view it is right that if a taxpayer has 

been found under the Section to have 

been guilty of fraud or wilful default the 
onus of successfully challenging the as- 
sessments which have been made falls on 
him . . . it is clear that the appellant has 
failed to discharge the onus. 
What this dictum would seem to amount 
to is that once the assessments had 
been made upon him under Section 47 
they were subject to the general rule. 
It would be strange if it were held to be 
otherwise. All the same, there is a 
question of procedure in applying the 
Section which was not raised in the case 
and in respect of which there exist 
differences of legal opinion. 


Income Tax 


Trade—Road haulier—Vehicles operated 
under “A”  licence—Application for 
variation of licence allowing use of 
additional vehicles—Application refused 
—Whether costs of application de- 
ductible in computing profits of trade— 
Income Tax Act, 1952, Section 137. 


Pyrah vy. Annis & Co. Ltd. (Ch. 
December 12, 1956, T.R. 423) was the 
subject of a brief note in our issue of 
October, 1956 (page 407). The legal 
costs incurred in the application referred 
to in the heading had amounted to 
£1,272 and, on appeal, the General 
Commissioners had held that the amount 
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electronic 
prodigies 


‘So these machines,’ the visitor 


asked, ‘will not only calculate 
at fantastic speeds. They have 
judgment and memory?’ 


‘Once they are instructed,’ 
the Accountant agreed, ‘they 
will combine calculation with 
memory and they will even 
make logical decisions.’ 


‘Any moment now you'll be 
saying they have personality !” 


The Accountant shrugged. 
“They have some very com- 
petitive characteristics,’ he 
said. ‘They are extremely 
flexible. Adaptable and very 
versatile. The real point is,’ he 
went on emphatically, ‘ Hec 
General-Purpose Computers 
and the new Hollerith Type 
555 Electronic Calculators 
are both ideal for commercial 
and industrial accounting. 
Electronic prodigies, I call 
them.’ 


THE BRITISH TABULATING 
MACHINE COMPANY LTD 
17 PARK LANE, W.1 


‘Memory’ drum of new Hollerith Type 555 Electronic Calculator 4Y 


at the B.E.E. 


Behind all Hollerith equipment is a team of methods 
and operations research men, accountants, designers, 
programmers, and technicians. They know ‘the story 
of your equipment starts in your office.’ 

Why not meet them on the Hollerith Stand at the 
Business Efficiency Exhibition? (Olympia, June 17-27). 


HOLLERITH ELECTRONICS 


VW ‘Memory’ drum of the Hec General-Purpose Computer 
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Ranking, Spicers & Pegler’s 


Mercantile 
Law 


10th Edition 
Incorporating ‘Partnership Law’ and ‘Arbitration and Awards’ 


by W. W. BIGG, F.C.A., F.S.A.A. 


and R. D. PENFOLD, LL.B 
of Lincoln’s Inn, Barrister-at-Law 


The text of this book, which has served as a basis 
for the legal studies of candidates for the examina- 
tions of the professional accountancy bodies for over 
forty years, has been completely reviewed and neces- 
sary amendments caused by recent legislation 
have been made. 


2I1s. net 


H. F. L. (PUBLISHERS) LTD. 


Post free U.K. 22s. 6d. 


Company 
Law 


10th Edition 


by H. A. R. J. WILSON, F.c.A., F.S.A.A. 


and T. W. SOUTH, B.A. 
of the Middle Temple, Barrister-at-Law 


This book contains a complete explanation of 
Company Law with the relevant decisions of the 
courts, in the readable and informative style for 
which this is so well-known among accountants 
and students. 


25s. net Post free U.K. 26s. 6d. 


10 EARLHAM STREET, W.C.2 


FAMILY WELFARE ASSOCIATION 


OFFERS A UNIQUE SERVICE TO 


ACCOUNTANTS — TRUSTEES 


AND OTHER OFFICIAL AND PRIVATE PERSONS 
INTERESTED IN THE MAKING AND EXECUTION 
OF 
LEGACIES AND CHARITABLE BEQUESTS 


%* Free advice as to the status and financial 
position of charitable Organisations. 


* Information regarding Charities affected, and 
not affected by Act of Parliament. 


* Help and advice as to the needs of Charities 
for those making gifts or bequests. 


FOR 86 YEARS THIS HAS BEEN PART OF THE 
SERVICE PROVIDED BY THE ASSOCIATION 


FAMILY 


296 VAUXHALL BRIDGE ROAD 
LONDON, S.W.I 


VICTORIA 7334 


Anexcellent Agency Offer 


to Professional Men 


BELMONT FINANCE CORPORATION LTD. 
INDUSTRIAL BANKERS 


Members of the Industrial Bankers Association 


LONDON: 53 COLEMAN STREET, E.C.2. 
Branches in the principal cities of the U.K. 


Professional Men are invited to apply for 

Agencies of our Banking Department. The 

remuneration is not solely an introductory fee, 

but continues for the duration of the Agency. 

There is no limit to the amount of Capital which 

the Corporation can accept. Interest 7% per 

annum on normal deposits. 64% per annum on 

fixed term with tax not deducted. 

The strength of the security offered by the Corporation 

lies in the following factors :— 

1. There are no debentures, and it is not proposed to 
place anything in priority to the Depositors’ security. 

2. The ratio of paid-up Capital and Reserves to the total 

_ of Deposit and other accounts was approximately 30% 
at the end of April, 1956. 

3. Total Assets exceed £1,000,000. 

A copy of the Accounts can be obtained on application. 


Place your clients’ savings on deposit with the 


BELMONT FINANCE CORPORATION LTD. 


Today’s Finest Investment 
Send for Brochure to The Manager, Belmont Finance 


Corporation Ltd., 53 Colman Street, London, E.C.2 
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was deductible in computing the profits 
of the company’s trade. Vaisey, J., had 
reversed their decision, holding that the 
“A” licence was “exactly comparable 
with and analogous to” the licences 
granted in respect of licensed premises 
under the Licensing Acts. The case 
stated by the Commissioners had been 
marked by inordinate brevity; whilst 
counsel for the company also argued 
that there were differences of nature 
between “‘A” licences and public-house 
licences. He, therefore, asked for the 
case to be remitted to the Commis- 
sioners for further evidence. A unani- 
mous Court of Appeal refused the appli- 
cation and upheld the decision of 
Vaisey, J. The view taken by all of 
their Lordships was that the “A” 
licence was a fixed capital asset and not 
part of the circulating capital of the 
business. The comparison made by 
Vaisey, J., might not be as exact as he 
said; but the principle involved was the 
same and it was not likely that a remit 
to the Commissioners would be fruitful. 


Surtax 


Undistributed income of company— 
Direction that income of company be 
deemed income of its members—Appor- 
tionment—Fund for redemption of cumu- 
lative redeemable Preference shares— 
Credits to fund out of profits—Whether 
interest of Ordinary shareholders ex- 
tends to income so applied—Finance Act, 
1922, Section 21, Schedule I, paragraphs 
8, 10. 


Ingram Family Settled Estates Ltd. 
(in Liquidation) ». C.I.R. (Ch. Decem- 
ber 14, 1956, T.R. 445) was noted in our 
issue of February last (page 72). The 
company was one controlled by not 
more than five persons and so was 
within the ambit of Section 21 of the 
Finance Act, 1922. This Section, as is 
well known, was the beginning of what 
developed in later years into an elabor- 
ate code intended to check widely- 
practised avoidance of super-tax—now 
surtax—by the simple method of not 
distributing the profits or income of 
such companies in a form that created 
liability to that tax. The application of 
the Section was to be by two stages, to 
each of which was attached rights of 
appeal: first, a direction from the Special 
Commissioners that the whole income of 
the company in question was to be 
deemed the income of the members; 
secondly, an apportionment amongst the 
latter. By Section 21 (7), the expression 
“member” was to include “any person 
having a share or interest in the capital 
or profits or income of a company,” an 
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extension of meaning which was to be 
the foundation of the appellant com- 
pany’s case. 

Companies within the ambit of Sec- 
tion 21 varied widely. At the one ex- 
treme was the company carrying on a 
genuine business where tax avoidance, if 
present at all, had had little if any part 
in the reasons for incorporation, whilst 
at the other extreme was the private 
investment company or group of such 
companies created for the sole purpose 
of enabling some scheme of tax avoid- 
ance, often of most elaborate character, 
to be carried out. In Section 21 an 
attempt had been made to separate the 
sheep, where in the particular circum- 
stances of the company, non-distribu- 
tion was “reasonable,” from the goats 
at which the Section was aimed; and 
this policy was continued until 1939. By 
then, the Revenue had become tired of 
its unending battle against ingenious 
avoidance by means of investment com- 
panies and abandoned its attempt to 
separate such companies into sheep and 
goats. By Section 14 of the Finance Act, 
1939, save in the case of investment 
companies having estate or trading 
income for which elaborate special 
provisions were made, the whole of the 
actual income of such companies from 
all sources for every year of assessment 
was to be deemed to be the income of the 
members for surtax irrespective of how 
much or how little had been distributed. 
Direction thereupon became compul- 
sory and, because of the extended mean- 
ing given to “member,” it became in- 
evitable that cases of hardship would 
arise. The present was found by the 
Court of Appeal to be such a case. 

The facts were stated fully in the 
writer’s previous note, and it is not 
necessary to recapitulate the whole 
story. The company had issued £100,000 
in 6 per cent. redeemable Preference 
shares of £1, and these were held by the 
Equity and Law Assurance Society 
(hereinafter referred to as “‘Equity”’). 
The holders of these shares were en- 
titled to the benefit of a redemption 
fund to be created out of profits; and 
by its operation, before April 5, 1951, 
the number had been reduced to 
20,000. The contention upon behalf of 
the appellant company was _ that 
“Equity” had an “interest” within the 
meaning of Section 21 in respect of 


transfers to the redemption fund, 
amounting to £4,000 for 1950/51, 


£10,000 for 1951/52 and £4,000 for 
1952/53, and that these amounts should 
not be apportioned to the holders of the 
company’s Ordinary shares. As 
“Equity” was not liable to surtax, the 
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contention, if successful, would have 
meant a very considerable reduction of 
the potential surtax liability of the 
Ordinary shareholders. The Special 
Commissioners had dismissed the com- 
pany’s appeal, holding that the con- 
tractual guarantee was in essence merely 
a security for the eventual repayment of 
the capital and was in no way and in no 
sense a double interest. Vaisey, J., had 
affirmed their decision, adding that the 
paying off or redemption of the shares 
might or might not have been welcome 
or beneficial to their holders. A unani- 
mous Court of Appeal affirmed his 
decision, but Lord Evershed, M.R., and 
Romer, L.J., were of opinion that as 
there was no suggestion of tax avoidance 
the case was one of hardship. Although 
unusual in the face of such unanimity, 
leave was given to appeal to the House of 
Lords. 

The present writer finds it impossible 
to discern any merits of substance in 
the appellant company’s case. The pro- 
visions regarding allocations to the 
redemption fund would seem to be mere- 
ly provisions for compulsory savings, 
and admission of the contention in 
principle would be to create far greater 
hardships and, in addition, would 
vitally affect the efficacy of Section 14 as 
a weapon against avoidance. The whole 
case rested really upon the fact that 
“Equity” was not liable to surtax. 
Supposing, however, that, say, at the 
beginning of 1950/51, “Equity” had 
sold for full consideration the whole or 
part of its unredeemed shares to Mr. 
“A”, an independent investor otherwise 
entirely without interest in the company 
or its members but a man liable to 
surtax, apportionment to him of any 
part of the company’s income other than 
his 6 per cent. interest would obviously 
be not merely a case of hardship, but 
outrageous. 


Surtax 


Undistributed income of company— 
Revaluation of assets—Part of surplus 
capitalised and applied in paying up in 
full a new issue of Preference shares— 
Preference shares subsequently repaid in 
full out of income available for distri- 
bution as dividends—Whether Preference 
shares capital issued otherwise than for 
adequate consideration—Finance_ Act, 
1922, Section 21—Finance Act, 1927, 
Section 31—Finance Act, 1936, Section 
19 (4). 

In C.1.R. ». Thornton, Kelley and Co. 
Ltd. (Ch. February 8, 1957, T.R. 25) an 
ingenious argument was put forward 
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upon behalf of the respondent company, 
which, as being one controlled by not 
more than five persons, was potentially 
within the mischief of Section 21 of the 
Finance Act, 1922. It was based on the 
fact that a company registered under the 
Companies Acts is a separate legal 
person with a corporate will of its own 
and statutory means of expressing it, 
quite distinct from and independent of 
the other legal persons whose names 
appear on its register of shareholders. 
Whilst what is essentially a highly arti- 
ficial conception has immense practical 
importance, it undoubtedly tends to 
produce consequences of like arti- 
ficiality; and this would have been so in 
the present case but for the decision of 
Wynn-Parry, J. 

Prior to 1920, the issued capital of the 
respondent company was £10,000 di- 
vided into 10,000 ordinary shares of £1 
each. In that year there was a revalua- 
tion of fixed assets and a part of the 
resultant surplus over book values had 
been applied in paying up in full a new 
“bonus” issue, consisting of 10,000 
Preference shares of £1 each. In 1951, 
these shares had been repaid in full out 
of income available for distribution to 
shareholders. The Special Commis- 
sioners had made a direction under 
Section 21 of the Finance Act, 1922, as 
amended, for the year in which the said 
Preference shares were repaid, whereby 
the sum devoted to the repayment was 
to be deemed to be the income of the 
members. The direction was made upon 
the ground that the said shares had been 
issued otherwise than for adequate con- 
sideration. By Section 19 (4) of the 
Finance Act, 1936, there had been added 
to the provisions of Section 21 (1) that 
for the purposes of the sub-Section share 
capital should be deemed to be issued 
otherwise than for adequate con- 
sideration if the value of the considera- 
tion to the company was substantially 
less than the amount of the capital so 
issued; and the case depended upon this 
provision. 

Counsel for the respondent company 
argued that in any capitalisation of the 
profits of a company and their applica- 
tion in paying up shares there was 
necessarily consideration moving from 
the company to the shareholders and 
vice versa; and from the judgment of 
Wynn-Parry, J., it would seem that 
counsel for the Crown accepted that 
there must be an element of considera- 
tion. Otherwise, his Lordship observed, 
it would be difficult to see, as a matter of 
company law, how the shares so issued 
could be regarded as fully-paid. In sup- 
port of his argument, counsel relied 
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upon dicta in the speeches in the House 
of Lords in C./.R. v. Blott (1921, 2 
A.C. 171; 8 T.C. 101). The respondent 
company had appealed against the 
direction of the Special Commissioners 
and, the case coming before the Board 
of Referees, the latter had accepted the 
above argument and discharged the 
direction, finding that the shares in 
question had not been issued in 1920, 
other than for adequate consideration. 
Wynn-Parry, J., reversed their decision, 
holding that, whilst there was sufficient 
consideration to enable it to be said that 
the shares were fully-paid, it was 
quite impossible for him to say that the 
provision relating to “adequate con- 
sideration” added to Section 21 (1) by 
Section 19 (4) of the Finance Act, 1936, 
had been fulfilled. 

If the company got adequate con- 
sideration for its ““bonus” issue of 10,000 
fully-paid £1 shares, one wonders what 
description the Board of Referees 
would have applied to the consideration 
received by the company had the issue 
been, say, a “rights” one of 20,000 
shares of £1 (10s. paid). If the argument 
put forward for the respondent company 
had been found to be sound Section 21 
would have been seriously undermined. 
The case would seem to show the extent 
to which ingenuity in legal argument 
can carry what the ordinary layman 
would regard as nonsense. The Board of 
Referees, however, fell for the argu- 
ment; and they consist of laymen with 
a professional lawyer at their head. 


Stamp Duty 


Stamp duty on conveyance—Freehold and 
leasehold properties sold to company in 
consideration of allotment of shares— 
Contract of sale but no conveyance— 
Death of vendor—Subsequent conveyance 
by personal representative to sub-pur- 
chaser, a company in which all shares 
owned by first company—Whether con- 
veyances exempt from stamp duty— 
Stamp Act, 1891, Sections 43, 58 (4) 
Finance Act, 1930, Section 42—Finance 
Act, 1938, Section 50. 


Escoigne Properties Ltd. v. C.I.R. 
(C.A. December 17, 1956, T.R. 453) 
was noted in our issue of December, 
1956 (page 498), and, although the facts 
of the case were there set out at length, 
in view of the findings in the Court of 
Appeal it is necessary to recapitulate. 
On June 30, 1950, Mr. Samuel Cohen 
contracted to sell very numerous free- 
hold and leasehold properties to S. 
Cohen (Properties) Ltd., a company 
which had been formed only upon the 


day before. The consideration was the 
issue of shares to the vendor, who, 
however, had died on July 2 in the fol- 
lowing year, with the result that the 
legal estate in the properties vested in 
his personal representative in trust for 
Samuel Cohen (Properties) Ltd. In 1954, 
a second company, Escoigne Properties, 
Ltd., had been formed and terms had 
been arranged without any written 
contract for the sale to it by the first 
company of the said properties. To 
carry out the arrangement, five instru- 
ments of conveyance or assignment on 
sale had been executed by the personal 
representative of the deceased and the 
issue in the case was whether, in view of 
the exemption provisions of Section 42 
of the Finance Act, 1942, and of the 
fact that the whole of the shares in the 
second company were owned by the 
first company, ad valorem stamp duty 
was payable on the documents. A second 
question was whether, even in the event 
of the case being held to be within the 
meaning of Section 42, the transactions 
were nevertheless caught by the anti- 
avoidance provisions of Section 50 of 
the Finance Act, 1938. 

By Section 42 (1) of the Finance Act, 
1930, it was provided that, subject to 
certain conditions, stamp duty under the 
heading of “conveyance or Transfer on 
Sale” was not to be chargeable on: 


(2) . . . any instrument as respects which 
it is shown to the satisfaction of the Com- 
missioners of Inland Revenue (a) that the 
effect thereof is to convey or transfer a 
beneficial interest in property from one 
company with limited liability to another 
such company. (5)... 


and the question upon which the issue 
depended was whether the terms of 
sub-Section 2 (a) were satisfied. That 
question was found by a unanimous 
Court of Appeal to depend, in the words 
of Lord Evershed, M. R., “‘substantially, 
if not exclusively, upon the use of the 
three words ‘the effect thereof’” 
[italicised above]. For the company, it 
was argued that these words were 
equivalent to “are effective to,” and on 
this footing it would have succeeded. 
For the Crown, upon the other hand, the 
use of the definite article “‘the’’ was 
stressed and it was contended that the 
true and real effect or purpose of the 
instruments must be “the substantial 
effect thereof.” The Court upheld this 
view, reversing the decision of Vaisey, 
J. Their unanimous conclusion was 
expressed concisely in the judgment of 
Romer, L.J.: 


It is quite clear that one of the effects of 
the instruments was to convey or transfer 


‘ 


a beneficial interest in property to the 
appellant company. They were, however, 
designed to effect another purpose as 
well, namely, the vesting of the legal 
title to the properties in the appellant 
company. The terms in which Section 
42 are drawn show that the attention of 
the draftsman was concentrated on the 
passing of beneficial interests in property 
from one associated company to another, 
and the immunity from transfer stamp 
duty was confined to instruments “the 
effect’”’ whereof was to produce that 
result. 


In cases where the instrument conveyed 
the legal title as well as the beneficial 
interest the instrument was, he said, 
exempted not because of but in spite of 
the passing of the legal title, which was 
no more than incidental to the passing 
of the beneficial interest. The conclusion 
come to by the Court was that the in- 
struments within the Section 42 exemp- 
tion were those operative to produce 
only one result, namely, the conveyance 
or transfer of a beneficial interest. 

With the finding that the exemption 
conferred by Section 42 did not apply, 
the case was at an end. Nevertheless, 
their Lordships discussed obiter whether 
the conveyances were caught by the 
anti-avoidance provisions of Section 50 
of the Finance Act, 1938, their conclu- 
sions as a whole being adverse to the 
company. Leave to appeal to the House 
of Lords was given. Lord Evershed, 
M.R., at the conclusion of his judgment, 
expressed the view that the result at 
which he had arrived accorded with 
common sense and fairness. Otherwise, 
whenever an individual desired to 
transfer property to a company, the 
device of the incorporation of two com- 
panies would be likely to effect avoid- 
ance of any ad valorem stamp duty. 


Special Contribution 

Time limits— Death of person liable to the 
tax—Assessment made later than six 
years after 1947-48—Assessment made 
on executors more than three years after 
date of death—Whether any time limits 
or assessments to Special Contribution— 
Income Tax Act, 1918, Section 125— 
Finance Act, 1923, Section 29—Finance 
Act, 1948, Sections 47, 48, 55, 65, 67, 68 
—Special Contribution Regulations, 1948 
(No. 2209), Regulations 4, 5. 


Beauchamp’s Exors. v. C.I.R. (Ch. 
February 7, 1957, T.R. 9) involved two 
points of considerable importance with- 
in a limited field. The testator had died 
on June 17, 1950, and an assessment to 
the Special Contribution on investment 
income imposed by Part V of the Fi- 
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nance Act, 1948, had been made upon 
his executors later than April 5, 1954— 
that is, more than six years after the end 
of the year of assessment 1947/48 and 
more than three years after the end of 
the year of assessment in which the 
testator had died. For the executors it 
was argued that the income tax time 
limits applied by necessary implication, 
but the Special Commissioners had held 
that there were no time limits imposed 
and had accepted the Crown’s conten- 
tion that in spite of the many references 
in the Act to the year 1947/48, the 
Contribution was not a tax imposed for 
that year. Wynn-Parry, J., agreed with 
this view, holding that 1947/48 was 
simply the basic year for which the 
calculation had to be made, its sole 
object being to provide a means of 
ascertaining the amount of the taxpayer’s 
liability. 

Amongst the reasons for his affirma- 
tion of the Special Commissioners’ 
decision was a matter which he con- 
sidered to be of considerable import- 
ance. Section 65 of the 1948 Act dealt 
expressly with relief in respect of error 
or mistake and in it a time limit was im- 
posed. Nothing would have been easier, 
he said, than to incorporate an assess- 
ing time limit in that part of the Act. As 
regards this finding, a view pointing in a 
limited degree to an opposite conclusion 
would seem to be feasible. The Section 
gives relief for error or mistake “where 
at any time before the Sth day of 
April, 1954 [that is, within six years] it is 
shown to the satisfaction of the Special 
Commissioners,” and if this badly 
worded and potentially inequitable time 
limit is regarded as being in intention 
the same as that laid down for income 
tax by Section 27 of the Finance Act, 
1926, now contained in Section 66 (1) 
of the Income Tax Act, 1952, then if the 
time limit of the income tax relief is the 
same as that within which, in the absence 
of fraud or wilful default, additional 
assessments to that tax can be made 
(that is, within six years), it would seem 
to be arguable that there should be a 
similar relationship in the case of the 
Contribution. An interpretation giving 
such a result would obviously be not in 
itself unreasonable or inequitable. 

The Special Contribution was by no 
means an ideal tax and, whilst the 
decision will not bring ease of mind to 
those who have consciously escaped 
paying their share, it will also create 
doubt and uncertainty elsewhere. It 
would seem to be desirable that the 
omission of time limits for assessment in 
Part V of the 1948 Act should be 
rectified by legislation. 
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Tax Cases— 
Advance Note 


CourT OF APPEAL 

Bridges v. Hewitt: Bridges ». Bearsley. 
April 11, 1957. (Jenkins, Morris and 
Sellers, L.JJ.) 

The facts of this case were set out in 
the April issue of ACCOUNTANCY (page 
172). 

The Court of Appeal in a majority 
decision (Lord Justice Jenkins dissenting) 
held that the sums received by the tax- 
payers from the Hornby brothers were 
not received by way of remuneration of 
their (the taxpayers’) offices, but as mere 
gifts. They were not subject to tax. 
Accordingly the appeat was allowed. 
Leave to appeal to the House of Lords 
was granted. 


THE ASSOCIATION OF CERTIFIED 
AND CORPORATE ACCOUNTANTS 
The President of the Association of Certified 
and Corporate Accountants, Mr. A. C. S. 
Meynell, F.A.C.C.A., gave a dinner at the 
Haberdashers’ Hall, London, E.C.2, on 

April 29. 

The guests included The Lord Dover- 
court; Alderman Sir Frederick Wells, Bt.; 
Mr. W. Macfarland Gray (immediate Past 
President of the Association); The Rt. Hon. 
Sir Reginald Manningham-Buller, Q.c., 
M.P.; Sir Henry Hancock, K.C.B., K.B.E., 
c.M.G.; Mr. Ronald Staples, Editor of 
Taxation; The Lord Latham, J.P. (member 
of Council of the Association); Sir Lancelot 
Joynson-Hicks, BT., M.P.; Mr. A. S. H. 
Dicker, M.B.E. (President of the Institute of 
Chartered Accountants in England and 
Wales); Mr. J. T. Dowling (President of the 
Institute of Chartered Accountants of 
Scotland); The Rt. Hon. Sir Hartley 
Shawcross, P.c., Q.c., M.P. (Chairman of the 
Bar Council); Mr. G. E. Fitzgerald (Presi- 
dent of the Australian Society of Accoun- 
tants); Sir Richard Yeabsley, c.B.£. (Presi- 
dent of the Society of Incorporated 
Accountants); Mr. E. Sinnott (President of 
the Institute of Municipal Treasurers and 
Accountants); Mr. E. Baldry (Vice-Presi- 
dent of the Society of Incorporated 
Accountants); Mr. W. H. Lawson, C.B.E. 
(Vice-President of the Institute of Chartered 
Accountants in England and Wales); Sir 
Frederick Alban, c.B.£. (President of the 
Chartered Institute of Secretaries and past 
President of the Society of Incorporated 
Accountants); Mr. F. Cleland (President of 
the Institute of Chartered Accountants in 
Ireland); Major-General Sir Edward Spears, 
K.B.E., C.B., M.c. (Chairman of the Institute 
of Directors); Mr. Harold Wilmot, c.B.e. 
(Chairman of the British Institute of 
Management). 

There were no formal speeches. The 
President proposed the toast of the guests, 
and a response on their behalf was made by 
Mr. Ronald Staples. 
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The Month 


Fresh Uncertainties 

By the eve of the Easter holiday a wide- 
spread conviction had developed that 
the time was ripe for a further fall in 
Bank Rate. The belief seems to have 
been due both to an impression, for 
which there was no very clear evidence, 
that the Government had given up the 
struggle to contain inflation by financial 
means, and to the continuing rise in the 
price bid at the weekly tenders for 
Treasury bills. This rise continued 
despite the fact that, with the advent of 
the new financial year, issues of bills 
tended to exceed maturities. The con- 
fidence that Bank Rate would be stepped 
down survived more than one dis- 
appointment, and no attention appears 
to have been paid to the fact that long 
and medium-long dated stocks showed 
practically no improvement in value as 
a result of the February reduction in the 
official minimum. By May 6 the indices 
of the Financial Times stood at 87.36 for 
the Funds and on the following day at 
206.3 for industrial equities. From this 
point there was a definite falling away in 
the prices of the Funds, associated with 
a rise in the Treasury bili rate and with 
a further offer of £100 million 44 per 
cent. Conversion loan which had a life 
of under five years and was thus an 
Official short. This loan was offered for 
cash. At the same time it was announced 
that no conversion would be offered to 
the holders of the Funding and Ex- 
chequer stocks falling due on June 15. 
Further, the Bank of England took the 
exceptional step of announcing that so 
large a proportion of these maturing 
loans was Officially held that cash 
applications for £100 million would 
more than suffice to cover what remained 
in the hands of the public. The terms of 
the new offer were pitched at a level 
that would not affect market prices. 
Thus no attempt was made to push it, 
but it seems that applications from the 
institutions were considerable. 


The Bank in Control? 

The immediate effect of this issue was 
to improve the value of long-dated 
stocks, since it was now evident that 
there was no prospect of an immediate 
issue in this sector, and to depress some- 
what the “shorts.” The statement of the 
Bank also suggested that, after a long 


1957 


ACCOUNTANCY JUNE 


in the City 


interval, it was in control of the situa 
tion. In fact, before the issue was out of 
the way arrangements had already 
started to look after the November 
maturity of £503 million Serial Funding 
stock. Meanwhile “‘Eternities”, the 34 
per cent. Funding 1999-2004, remained 
on offer at around 24 points below the 
recent issue price of 80. Those who had 
been speculating on a rise in the Funds 
were finally convinced that the best 
prices had been seen and average values 
fell by some 1} per cent. within the week. 
Meanwhile, industrial Ordinary shares, 
which had risen 3 per cent. over as many 
weeks, developed a rather hesitant tone. 
It is doubtful whether the reaction is 
more than a temporary and largely 
technical one. It is very difficult to find 
anyone in industry, or many in financial 
circles, at all confident that inflation is to 
be halted. Most people think that the 
minimum rise in wage rates this year 
will be the 5 per cent. granted by the 
British Railways and that there is little 
chance that the workers will give any- 
thing much in return. There is acute 
difference of opinion on how far, and 
for how long, it will be possible to run 
in double harness falling short rates and 
stable or even rising long rates. As to the 
industrial outlook, the question is 
whether or not the rises in wage costs 
can be fully offset by increased output 
from the capital formation of the last 
few years, and the upward trend in 
exports maintained. The somewhat 
uneasy sentiment of the market is 
reflected in the following changes in the 
indices of the Financial Times between 
April 17 and May 20: Government 
securities, down from 85.98 to 84.66; 
fixed interest from 94.64 to 93.08; 
industrial Ordinary up from 200.8 to 
206.6; gold mining down from 68.9 to 
66.2 


Oil Profits 

Despite the adverse effects of the Suez 
affair upon the oil companies, their 
profits have continued to soar. Dividend 
policy varied from group to group, but 
there is a fairly consistent policy within 
the industry to finance a considerable 
proportion of total new capital forma- 
tion from retained profits. Even so, it is 
apparent that it will not be easy to 
obtain all the new money required and 


both British Petroleum and Royal Dutch- 
Shell refer to the arrangements made 
whereby they will give long-term charter 
contracts in respect of tankers to be 
built with finance provided by the banks 
and insurance companies. Burmah Oil 
has a less complex organisation and was 
able to raise its distribution. It is not 
possible from the published statements 
to arrive at any figure of capital outlays 
for the year now current. British 
Petroleum has placed contracts for £120 
million, of which £88 million is for ship- 
ping, but the figures cover more than one 
year. Last year Royal Dutch-Shell spent 
£388 million and it may well spend more 
this year, but the capital is only partially 
British. It is to be noted that the expan- 
sion of the Venezuelan output of Royal 
Dutch-Shell played a very large part in 
making good the loss of Middle Eastern 
oil. Without depreciating the contribu- 
tion made in recent months by oil from 
Texas, it should be remembered that 
much reliance must be placed on wells in 
other parts of the American continent, 
since full supplies from the Middle East 
are bound to remain somewhat pre- 
carious. 


Beating Inflation 

Last month the Municipal and General 
Securities Company, which manages the 
“M. & G.” unit trust and others of a 
similar nature, celebrated its twenty- 
fifth birthday. A series of informative 
graphs and charts were presented 
showing the effect of investment in the 
first trust, and conversion when its life 
expired, in terms of both capital and 
revenue and both money and goods. 
The charts are not completely up-to-date 
but the story is sufficiently clear. 
Assuming that what the small investor 
wants—and for that matter the not-so- 
small investor as well—is a regular 
income with some capital appreciation, 
the particular unit trust gave him his 
requirements. Summarising the figures, 
an investment of £100 in 1931 would be 
worth today £281, whereas the cost of 
living has risen from an index of 100 to 
one of 267. More important, the value of 
the dividend, adjusted for the fall in the 
value of money and after charging 
income tax at the standard rate for the 
appropriate date, has fallen only from 
3.36 per cent. to 3.06 per cent. Certainly, 
the dividend has been materially lower in 
the meantime, but there has been a 
material rise in the gross income after 
correction for the value of money, 
whereas other investments available to 
the small saver, such as building society 
shares, have suffered a heavy fall in real 
income. 
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MODEL 6000 


The NEW low-priced Book-keeping machine 


ADDO-X Model 347E-SC 
Adding-Listing machine with 
Shuttle Carriage. 


ADDO-X Model 247E 
Adding-Listing machine. 
Duplex Model. 


NUMERIA Model 8713 
Electric Sterling Keyboard 
Calculator. 


See them on Stands 88 and 107 
Business Efficiency Exhibition 


BULMERS (CALCULATORS) LTD - EMPIRE HOUSE ~ ST. 


ADDO-X BOOK-KEEPING MACHINES 
Incorporating the “‘ Feather Touch” Key- 
board - the use of a single operating key pro- 
vides AUTOMATICALLY :- Date, pick up 
of old balance, Addition, Subtraction, Sub- 
Total, Total, Non-Add, Non-Print, Whole 
Numbers, Spacing Stroke, Tabulation, Carri- 
age Return, Red Print for Credits, Black 
Print for Debits and Repeat Print of amounts 
or numbers (from Journal Sheet to Ledger 
Card). The Automatic Carriage Return pre- 
sents an entirely new type of simplified con- 
struction and change of control for different 
application is a matter of seconds. 


BUSINESS MACHINE S 


MARTINS-LE-GRAND - LONDON - E.C.1 MONARCH 9791 
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ADVANCED ACCOUNTS 


By Roger N. Carter. This book, probably 

one of the best-known accountancy works, has been 
thoroughly revised and brought up to date in 
accordance with the most recent developments. 


16/-. 

“*.. the work is well-known to thousands of 
students and will continue to enjoy a high 

place among textbooks dealing with book-keeping 
and accounts .. .’” Institute of Book-keepers Journal. 


KEY TO ADVANCED ACCOUNTS 


By R. A. Goodman. Revised by H. H. Smith. 

This key has been prepared by a thoroughly well 
qualified and experienced teacher of the subject for 
the purpose of giving assistance to teachers 

and students in the correction of work. All the 
exercises in ‘‘Carter’s Advanced Accounts”’ are 
worked. 25/-. 


TOP-MANAGEMENT ACCOUNTING 


By T. G. Rose. This book has been written for 
company directors, management accountants 

and students. It gives a clear and simple 

explanation of what the managing director of today 
should know about the continually changing 
financial structure of his company, and tells the 
management accountant how best to obtain it in the 
form required. 9/- net. 


STATISTICS IN THEORY AND PRACTICE 


By L. R. Connor, M.Sc.(Econ.), etc., and 

A. J. H. Morrell, M.A., etc., 4th Edition. Completely 
rewritten, the new edition of this book outlines 
current theory based on the best modern 

methods. 30/- net. 


PITMAN 


Parker Street, Kingsway, London, W.C.2 


YOUR SUCCESS 
IS ASSURED 


if you study by means of R.R.C. ‘‘no text-book” 


courses. 


Complete inexpensive tuition by qualified tutors, 

with clear-cut guarantee, for all the principal 

Accountancy and Secretarial Examinations. Also 

for Law (Bar, LL.B.), Local Government, Banking, 
Civil Service, G.C.E., etc. 


OVER 50,000 POST- 
WAR SUCCESSES 


Write to-day, — ng your particular interest, 
he Principal, 


THE RAPID RESULTS COLLEGE 
3, TUITION HOUSE, LONDON, S.W.19 
or call at 235, Grand Buildings, Trafalgar Square, London, 


W.C.2 (WHI. 8877), or 19, City 1, 69 Corporation 
Street, Manchester 4 (BLA. 9515). 


Neville 
Sudustrial Securities 
Limited 


The Midlands Issuing and Finance House providing a 
complete service for industrial companies to obtain capital 


and for the proprietors of private companies to market their 
holdings, and make provision for Death Duties. 


Public offers for Sale and placings during 1947-57 
Concentric Manufacturing JohnFolkes(LyeForge) Ltd 


CoLtd Gibbs & Dandy Ltd 
Edmonds Ltd Belgrave (Blackheath) Ltd 
The Hill Top Foundry Hallam, Sleigh & Cheston 
Co Ltd Ltd 


Prima Industries Ltd Elliot Paisley Ltd 
W. & J. Lawley Ltd Alfred Clough Ltd 
Job Wheway & Son Ltd Wm. Park & Co 
Fordham Pressings Ltd Forgemasters Ltd 
F. H. Tomkins Ltd Swinnertons Ltd 
J.T. Price & Co Ltd Arthur Wood & Son 
Zinc Alloy Rust-Proofing ) Ltd 

CoLtd C.E. Ramsden & Co Ltd 
Onions & Sons (Levellers) Ltd 

Ltd Samuel Smith & Sons Ltd 

Wm. Sanders & Co Fry’s (London) Ltd 


R. & A. G. Crossland Ltd Weaving Co Ltd 
Alfred Case & Co Ltd J. Hewitt & Son (Fenton) 
John Hawley & Co Ltd 
(Walsall) Ltd A.R. & W. Cleaver Ltd 
Bilston Foundries Ltd Walkers (Century Oils) Ltd 
Craddock Brothers Ltd Henry Showell Ltd 


Directors: 
G. ROLAND DAWES, F.C.A., F.C.W.A. 
E. CARL REEVES, B.SC.(LOND.) 
SIR GREVILLE F. LAMBERT, BART., F.C.A. 


Secretary: 
NORMAN E. HURST, A.C.A., F.C.1S. 


Reville Bouse, 42-46 Bagley Road, 
Birmingham, 16 
Telegraphic Address: ‘TRUSTNEVIL, BIRMINGHAM’ 
Telephone: EDGbaston 5431/2/3/4 
Subsidiary Company: 


NEVILLE INDUSTRIAL Securities (S.W.) Ltp 
Baltic House, Mount Stuart Square, Cardiff 


Telephone: CARDIFF 32255 


| 
| 
Fletcher, Houston & Co Ltd Strakers (Newcastle) Ltd 
ee (Wednesbury) Ltd Sankey Green Wire 


Points 
Published 


Prize-Winning Company Accounts— 
The awards presented annually by The 
Accountant for the best-produced ac- 
counts of companies whose shares are 
quoted on a recognised stock exchange 
in this country continue to attract an 
increasing number of contestants. In- 
terest in the result has now become very 
widespread. This year’s winners are 
United Steel Companies and Trawlers 
Grimsby. 

The United Steel award is certainly no 
surprise. We noted in these columns last 
April (page 180) when we reviewed the 
accounts for the year to September 30 
last, that they were a model of simplicity 
and a mine of information. The layout 
was very refreshing, with many innova- 
tions, the most notable of which, we 
thought, was the thin rule surrounding 
each account which, taken in conjunc- 
tion with the wide margins, made it 
stand out very well. It was the accounts 
of the previous year that won the award, 
but our remarks may be recalled because 
there was little change in the presentation 
employed this year. Space and an ad- 
mirable restraint in embellishment are 
two of the main characteristics of the 
United Steel accounts, and must surely 
have played a big part in the judges’ 
decision. It would have been quite easy 
to spoil the presentation by over- 
fussiness: one of the main weaknesses 
in company accounts these days. Having 
gone from a bare presentation of the 
essential figures many companies have 
now swung to the other extreme. United 
Steel has managed to keep a very nice 
balance and has always made a par- 
ticular appeal to us by publishing the 
notes relevant to each account on the 
opposite page, so that the whole picture 
could be taken in at once. Colour was 
also used to great effect with blue for 
the comparative figures and red for the 
principal headings, while the excellently 
reproduced full colour plates illustrating 
facets of the group’s activities added just 
the right amount of balance to the 
statistical presentation. 

Add that the company uses the vertical 
form of accounts, that it is among the 
select few that give the turnover figure, 
that it analyses its income and expen- 
diture, that it gives a statement of the 
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From 
Accounts 


employment of capital over nine years, 
and it must be indisputable that United 
Steel is a very happy choice for the 
award for the larger companies. 

Trawlers Grimsby won the award for 
the smaller companies. Both awards 
carry equal merit and it makes for a much 
fairer result that smaller companies with 
less ambitious accounts do not have to 
compete with financial giants. A feature 
that must have carried weight with the 
judges was the excellently illustrated and 
presented chairman’s statement with 
the accounts of Trawlers Grimsby. The 
statement was extremely comprehensive 
and provided shareholders with a vast 
amount of detailed information about 
the operations of their business. Quite 
sensibly, having devoted so much space 
and attention to this feature, the com- 
pilers kept to a simple presentation of the 
accounts themselves (and, like United 
Steel, gave notes on the page opposite 
the relevant account). Once again, the 
balance was very pleasing. 


—And Building Society Accounts 
We have previously suggested in these 
notes that building society accounts, on 
the whole, are not inspiring documents. 
Possibly dullness in the accounts derives 
from the mutual aspect of the activities 
of the societies, it being considered— 
whether justifiably or not is another 
thing—that mutuality makes extensive 
explanatory treatment unnecessary. Even 
in this traditionally conservative area, 
however, change is now showing itself. 
There are attempts among the enlight- 
ened societies to make their accounts 
more presentable. Colour is increasingly 
used for brightness and to give emphasis 
to the figures. Stiff covers are being em- 
ployed to add dignity to the accounts. 
When Sir Harold Bellman retired 
from the Council of the Building 
Societies Association he presented a cup, 
to be known as the “Sir Harold Bellman” 
Challenge Cup, to be awarded annually 
for the best set of accounts published 
by a building society. The societies thus 
have something to aim at, as the coun- 
terpart to The Accountant award for 
companies. Now that the cup has been 
won for the first time since being put up, 
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the societies are also provided with a 
yardstick against which to measure their 
performance in future. The yardstick 
comes from the Bristol and West Building 
Society. Its winning accounts make their 
appearance in a bright blue cover with 
the society’s crest on the front. Good 
quality paper is used throughout and it 
is significant that a four-page inset, 
on which is printed the chairman’s 
statement, accompanies the accounts. 
It is in the provision of information 
about the activities of the year of 
account and about hopes and aims for 
the future, that most building society 
accounts fall by the wayside—the in- 
formativeness of the Bristol and West 
on these matters must have been a major 
consideration in the judges’ final choice. 
The accounts themselves are not adorned 
in any way: the figures are presented 
lucidly and clearly in a very attractive 
type face, a useful explanatory notes 
section being appended. It seems to us 
highly important that any building 
society should give with its accounts a 
list of its agencies; Bristol and West 
makes use of the back inside cover for 
the purpose. These accounts stand out 
as a simple presentation of essential in- 
formation and could well be widely 
adopted as a model by other building 
societies. 

Northern Counties Permanent Building 
Society, the runner-up to Bristol and 
West, has preferred a more colourful 
approach to its accounts. Again approx- 
imately quarto size has been adopted, 
with a stiff cover and the society’s crest 
on the front. There is the same simple 
presentation, but green has been used for 
the comparative figures and the main 
headings. A list of branch offices is 
appended. But there are no explanatory 
notes and no chairman’s statement, 
although the directors’ report is quite 
full. Perhaps these omissions cost 
Northern Counties the Challenge Cup 
this year. Certainly the judges must have 
been hard put to choose between the 
two best presentations. Fifty-three soc- 
jeties submitted their accounts this time, 
but it is to be hoped that interest in the 
cause of brighter and better accounts in 
the building society movement will be 
made more widespread by the compe- 
tition and that many more societies will 
compete next time. 


Showing the Parent's Profit without a 
P. & L. Account 

Sir Thomas and Arthur Wardle does not 
publish a separate profit and loss ac- 
count for the parent, but an effective 
method has been adopted to show the 
relationship between the net profit of the 
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parent company and the showing made 
by the subsidiary. The net profit is 
given normally in the group profit and 
loss account at £25,302. Ruled off, this 
total is shown to be arrived at after 
deducting a loss of £5,194 attributable to 
the subsidiary, and it is thus possible to 
see at a glance that the parent, company 
earned a net profit of £30,496. 


Unappropriated Profit 

Few companies present a more statistic- 
ally-minded report than that of Ford 
Motor. A ten-years record of most of 
the items one could possibly wish to 
refer to is appended to the accounts, 
augmenting a statement of the chairman 
incorporating two graphs and a “‘cake” 
diagram breaking down total income. 
We are reminded that Ford is a former 
joint recipient of The Accountant's 
annual award for accounts. Once again 
it is attention to detail, layout, and the 
use of fine quality materials rather than 
any elaborate “gimmicks” that make 
these accounts so pleasing to the eye. A 
good feature, more prevalent in the 
United States, is the prefacing of the 
accounts with a single page devoted to 
highlights of the year. The balance sheet 
is struck in a form that eliminates the 
word reserves, substituting “‘unappro- 
priated profit.” This meets with our 
whole-hearted approval, for more con- 
fusion arises out of creating a number of 
meaningless reserves than from any 
other single source in a balance sheet. 
The following extract shows how the 
matter is dealt with in the profit and loss 
account: incidentally, we like the way the 
overall balance is shown divided between 
the parent company and its subsidiaries. 


APPROPRIATIONS 
For 1954 Dividend due to reduction in 
the standard rate of Income Tax 
Dividends less Income Tax: 
Preference Capital 


Ordinary Capital: 
Interim ‘ (24%) 
Recommended Final (5%) 


UNAPPROPRIATED PROFIT OF YEAR .. 


UNAPPROPRIATED PROFIT OF 
PREVIOUS YEARS 

Less amount appropriated to Capital 

Reserve (Note 3) 


UNAPPROPRIATED PROFIT OF THE GROUP 


Group Unappropriated Profit comprises: 
Ford Motor Company Limited 
Subsidiaries 
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Unexplained Change in Accounting 
Method 

A greatly improved set of accounts has 
been issued by International Combustion 
(Holdings). The size has been increased 
and a stiff green cover added. A general 
point for criticism arises out of the 
reduction of £254,340 to £252,272 in the 
provision for completion of contracts. 
The directors’ report merely records that 
this is due to “the new method of pro- 
viding for contract contingencies.” 
However, shifting ground is not the best 
of bases upon which to build up an 
accounting sequence, and it seems to us 
that whenever alterations of this nature 
come into effect a full explanation ought 
to be made, stating why they have been 
made and what their implications are. 
There is nothing more frustrating than 
trying to compare two sets of accounts 
when an unmentioned or unexplained 
change in procedure has taken place. 
International Combustion’s offence is 
only a minor one, but the principle is 
important. 


A Good Treatment of Profits Tax 

The accounts of Smith’s Dock have been 
restyled, with a stiff blue cover, and 
thereby they are immeasurably im- 
proved. The difference is entirely 
wrought by a much more intelligent 
appreciation of the arts of typography 
and is apparent only by direct compari- 
son with the former style. To put the 
comparison into words is an impossible 
task. The balance sheet is now struck 
in the form of “‘capital employed” and 
“employment of capital.” All detail has 
been relegated to a notes section which, 


£ £ £ 
— 48,780 
(44%) 76,152 (44%) 75,878 
560,974 (24%) 560,974 
1,121,947 (S%) 1,121,947 
1,682,921 
4,705,793 7,394,070 
16,763,415 
170,000 
16,593,415 9,369,345 
£21,299,208 £16,763,415 
15,314,167 11,845,197 
5,985,041 4,918,218 
£21,299,208 £16,763,415 


as with United Steel Companies and 
Trawlers Grimsby, is on the facing page. 
The result is a very neat balance sheet 
presentation with all the necessary detail 
right to hand, It is also to be remarked 
that the business has gone back to 
showing dividends net without including 
the profits tax attributable to them. 
Many companies are concerned at the 
high level of distributed profits tax, and 
there is a growing tendency to identify it 
with the dividend paid, but to do so puts 
an entirely wrong emphasis, we feel, 
upon this impost. By all means show 
how much profits tax is attracted by the 
dividend, but do not show the informa- 
tion in a way suggesting that the tax is a 
part of the shareholders’ remuneration: 
if the figures are set out in that fashion, 
then logically the income tax on the 
dividends should be similarly shown. 
Smith’s Dock has now adopted a 
practice which we wholeheartedly en- 
dorse: it indicates how much of the total 
profits tax charge is attributable to the 
dividend thus: 
Amount set aside for Profits 

Tax (including £61,521 on 

Dividends paid and pro- 


posed) £88,133 


Illustrating the Accounts 

The Steetley Company has always 
favoured a pictorial presentation of 
information to accompany the accounts 
and this year the directors have taken a 
further step by providing a short feature, 
illustrated with a diagrammatic presenta- 
tion of an open hearth furnace, to show 
the part played by the products of the 
company in the operation of such a 
furnace. Otherwise the accounts are 
little changed, though the comparative 
figures have this year been set upon a 
blue background, which helps to make 
them stand out. Small though such 
refinements may be, they are another 
encouraging illustration of the way in 
which companies are now beginning to 
build up gradually the information 
presented each year and to take a real 
interest in the presentation of their 
accounts. 


Capital and Revenue Reserves 

The Companies Act makes a distinction 
between capital reserves and revenue 
reserves. The accounts of Tollemache’s 
Breweries show all reserves under a 
single heading: “revenue reserves and 
undistributed profits.” Is not the 


£4,277 realised on the sale of properties 
a capital item? Yet it is added, under the 
above heading, to a reserve for the re- 
placement of properties and plant. 
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Publications 


The Management Approach to Electronic 
Digital Computers. By J. Sandford 
Smith, A.c.A., M.LLA. Pp. xi+227. 
(Macdonald & Evans: 35s. net.) 


IN PRESENTING Us with the first significant 
English work on computers for manage- 
ment, the author has drawn on his wide 
experience in financial administration 
and consultancy. His main purpose is 
covered in chapters 11-13 and 15-17 
which with parts of chapter 10 will give 
chief executives a basic understanding of 
what a computer might mean to their 
organisations. 

The chapters on the impact of inte- 
grated data processing on organisational 
structure and the auditor’s requirements 
will be reassuring to those who have 
already worked with well organised 
punched card systems. The social sig- 
nificance of the introduction of the com- 
puter is reviewed with some brave 
calculations of probable redundancy in 
manufacturing industry and other 
groups of business. It is perhaps un- 
fortunate that more space was not given 
to the working experience during three 
years of Lyons, which built its own 
computer, and to the preliminary work 
being done by other large British com- 
panies that are considering computer 
applications. In reviewing the place of 
the computer in the United States the 
author has been disillusioned, probably 
by the 1955 publications of the Ameri- 
can Management Association, into 
thinking that work in America on the 
logistics of industry has preceded hum- 
drum commercial documentation where- 
as we in Britain are tackling the hum- 
drum first. All in this new field must 
speak largely from personal experience, 
and in the opinion of the reviewer from 
evidence available very few American 
installations are yet getting more than 
was previously yielded by their vast 
punched card routines, whereas several 
British companies are contemplating 
(and Lyons has achieved) fairly ad- 
vanced information systems. 

Chapter 14 gives illustrated details of 
fourteen computers on offer in Britain 
at the time the book was written, and 
eight chapters in the middle of the book 
give a useful introduction to the opera- 
tion of these machines. In this section 
there are several places where the text 
will need revision in later editions if 
misunderstanding are to be avoided. It 
is, for example, unwise to tell directors 
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that programmes for business applica- 
tions are to a great extent written once 
for all for any given job. There is evi- 
dence to support a very different view 
outside routine applications of payrolls 
and accountancy; any business pro- 
gramme that contains logical operations 
will require periodical revision to meet 
changes in physical manufacturing 
routines, revised management struc- 
tures and changes of statistical em- 
phasis arising from external circum- 
stances. 

There is a good index, a glossary of 
terms (based on B.S. 2641: 1955) and a 
bibliography which is selective, but 
which seems to have overlooked Dr. 
B. V. Bowden’s well known symposium. 
Mr. Sandford Smith is to be congratu- 
lated on his energy in preparing this 
book. H.W.G.G. 


Companies—Law and Practice. By S. 
W. Magnus, B.A., Barrister-at-Law, and 
Maurice Estrin, A.s.A.A. Third Edition. 
Pp. xxxv+ 928. (Butterworth & Co. 
(Publishers) Ltd.: 63s. net.) 


REPRESENTATIVES OF THE legal and ac- 
countancy professions have again very 
successfully joined hands and practising 
members of these professions cannot but 
be grateful to the authors for the publica- 
tion of a further edition of their already 
well-known book on company law. 

During its total life of just under ten 
years, Magnus and Estrin on the Com- 
panies Act, 1948, has established for 
itself and been properly accorded a 
unique position as a practical and re- 
liable guide to practising accountants 
and lawyers. In its present expanded 
form it will prove also of considerable 
value to all those whose duties concern 
the administration of companies. The 
change of name to Companies—Law and 
Practice, assumed by the new edition, 
indicates more accurately the wide scope 
with which the book now deals. 

As in former editions the Companies 
Act, 1948, is broken down into its 
Sections, each being followed by notes 
either indicating the changes compared 
with the provisions of the Companies 
Act, 1929, or stating that the Section is 
new, and giving the meaning and 
effect of the Section, with cross-refer- 
ences to other provisions as well as 
definitions of terms used. Practising 
members of the accountancy profession 
will welcome particularly the compre- 
hensive notes and commentary on the 
Eighth Schedule to the Act, as well as the 
specimen accounts produced in an 
appendix. 

This book is, it is believed, the only 
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one of its kind which, whilst not a text- 
book in the ordinarily accepted sense of 
the term, is a complete and essentially 
practical guide to the law and practice 
relating to companies. The practitioner 
has at hand and in convenient compass, 
notwithstanding its total of 928 pages, 
a work which the authors claim to be 
comprehensive though not exhaustive. 
Herein lies its utility and attraction, for 
the method of presentation is such that 
the reader who has been wise enough to 
have a copy by him will find most of his 
ordinary problems answered with the 
minimum of delay and trouble, and for 
more difficult points his path is made 
easier by adequate references to reported 
cases. 

The authors are to be congratulated 
on the careful and painstaking way in 
which they have prepared this edition, 
and the publishers and printers on its 
general layout and attractive appear- 
ance. R.D.P. 


Farm Accounting and Management. By 
Ford Sturrock, M.A., B.sc. Third Edition. 
Pp. xii+215. (Sir Isaac Pitman & Sons, 
Ltd.: 18s. net.) 


THIS TEXTBOOK, NOw in its third edition, 
was written primarily for use in Farm 
Institutes, but it has a wider application. 
Accountants and farmers can glean from 
the work much value. 

Throughout, special attention has been 
paid to simplicity of treatment. The 
first part deals with elementary book- 
keeping, the cash analysis book, trading 
accounts and the balance sheet. Ac- 
countants will wish tutors every success 
in imparting the advice and instructions 
in this part of the book—for the ac- 
countant’s task will be much easier in 
the future if the young farmer of today 
firmly grasps these rudiments. 

The second part deals with the busi- 
ness side of farming. Accountants will 
probably find the chapter on valuations 
of particular interest. A study of this 
chapter brings home the fact that “farm 
stock taking” is not the simple job some 
might imagine it to be. The need for a 
detailed and standardised valuation is 
abundantly shown. The illustration, on 
page 93, could prove a useful guide, al- 
though it would need to appear in an 
abbreviated form in the farm accounts. 

The National Agricultural Advisory 
Service and the university agricultural 
economists, in assisting the progressive 
farmers who seek their advice, use 
accountants’ figures, when available. 
The third part of the book illustrates how 
these advisers interpret the accounts— 
how by the use of efficiency factors 
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weaknesses in farm management are 
detected. Three recent trading accounts 
are fully analysed to show why net losses 
were made. Similar analysis may also 
disclose that despite a net profit there 
may exist weaknesses in the farming 
hitherto unsuspected. The planning 
of changes in the organisation, minor or 
major, may be the logical conclusion of 
the analysis. The author’s discussion 
will enable the accountant better to 
advise his client on any changes that 
may be shown to be necessary. 

The fourth part deals with costing; 
chapters are devoted to the “enterprises” 
of milk, pig and crop production. The 
recent cuts in milk prices (partly due to 
overproduction by the large producers) 
have hit small farmers hard. The chapter 
devoted to milk production illustrates 
how such farmers can improve their 
results, but no doubt they will require the 
assistance of their accountants to inter- 
pret the figures. 

Income tax is relegated to an appen- 
dix. The subject cannot be fully covered 
in the space, but the treatment is concise 
and sufficiently detailed for most pur- 
poses. That the net Schedule A assess- 
ment is deducted in arriving at the 
Schedule D assessment of the owner- 
occupier is not made clear, nor is it 
stated that the investment allowance was 
cancelled as from February 17, 1956. 

The 1957 farm price review has left the 
farming industry to save £24 million by 
increased efficiency. Accountants can 
assist their farmer clients to make the 
saving—and this book points the way. 

G.S. 


The Law of Trusts. By George W. 
Keeton, M.A., LL.D., Barrister-at-Law. 
Seventh Edition. Pp. Ixx+-511. (Pitman 
& Sons, Ltd.: 50s. net.) 

THIS IS AN excellent work. In just over 
400 pages of text it gives a reasonably 
comprehensive and very accurate state- 
ment of the law of trusts, including not 
only private but charitable trusts, and 
not only express but implied and con- 
structive trusts. It can be thoroughly 
recommended to students and prac- 
titioners. 

Part I of the work deals with the 
formation of a trust and includes intro- 
ductory chapters on the nature of a 
trust, the development of the law of 
trusts (probably a difficult chapter for 
the beginner), the classification of trusts 
and parties to a trust. It is perhaps to be 
regretted that in the chapter on the classi- 
fication of trusts the classification into 
personal and impersonal trusts and the 
analysis of Lord Greene, M.R., in Jn re 
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Compton (1945) Ch. 123 is not referred 
to. 

Following the introductory chapters 
there are two valuable chapters on the 
creation of express trusts, one on void, 
voidable and unenforceable trusts, one 
on charitable trusts, one on implied and 
resulting trusts and one on constructive 
trusts. The chapter on charitable trusts, 
with its skilful analysis of recent cases, 
will be found to be particularly useful. 
Of considerable importance too is the 
decision in Jones v. Maynard (1951) 
1 Ch. 572, referred to in a sectidn on 
joint accounts of husband and wife 
(pages 204-5). 

Part II of the work deals with the 
administration of a trust and Chapter 
XIV, which contains a useful short 
statement of the Rule in Howe v. Lord 
Dartmouth (1802) 7 Ves. 137 and a 
survey of other apportionments between 
capital and income, will be of especial 
interest to accountants. In connection 
with Howe v. Lord Dartmouth there is a 
particularly good section on ZI/n re 
Brooker (1926) W.N. 93 and related 
cases, but it is suggested that a refer- 
ence should have been made to 
the important case of Macpherson v. 
Macpherson (1852) 16 Jur. 847, which 
settled the controversy about the date 
from which the life tenant became en- 
titled to income as distinct from the date 
at which valuation of the capital should 
be made, that point being elaborately 
considered, as the author explains, in Jn 
re Parry (1947) Ch. 23. Probably con- 
siderations of space precluded a refer- 
ence to Rowlls v. Bebb (1900) 2 Ch. 107 
and to the difficult but important de- 
cisions of Bennett, J., in Jn re Fisher 
(1943) 1 Ch. 177, of Uthwatt, J., in Jn 
re Payne (1943) 169 L.T. 365 and Cohen, 
J., in In re Heys’ Settlement Trust (1945) 
Ch. 294. The author, of course, refers to 
In re Earl of Chesterfield’s Trusts (1883) 
24 Ch. 643 but it might have been men- 
tioned that the rule is really taken from 
Beavan v. Beavan (1869) which modified 
Wilkinson v. Duncan (1857) 23 Beav. 
469 and is reported as a note to the 
Chesterfield case. 

In dealing with “other apportion- 
ments” the author quotes from Bouch v. 
Sproule (1887) 12 App. Cas. 385 but 
without referring to the difficulties of 
that case (the learned Lords appear to 
have reached a unanimous decision by 
quite different paths) and supports the 
reference by citing tax cases but without 
mentioning that the most recent trust 
cases have not relied on them (see 
Professor S. J. Bailey in 67 L.Q.R., pp. 
203 et seq.). Reference is made (with a 
tantalising economy of comment) to the 


Sechiari series of cases, concluding with 
In re Rudd’s Trusts (1952) 1 All E.R. 254. 
Perhaps space might be found in a later 
edition to mention the metaphor of the 
fruit tree used by Vaisey, J., in Jn re 
Kleinwort’s Settlement (1951) 1 Ch. 680. 
More fully treated are the decisions cul- 
minating in Jn re Firth’s Estate (1938) 
1 Ch. 517, where the author reveals some 
sympathy with the view which had been 
taken by Clauson, J., in Jn re Winter- 
stoke’s Trusts (1938) Ch. 158. Perhaps a 
reference ought to be inserted to the 
fully argued case of Jn re Henderson 
(1940) 1 Ch. 368. It is suggested that in 
these cases the point really is that the 
question whether or not “the tenant for 
life has an equity which he has a right to 
assert” cannot be equated with the 
question whether or not an apportion- 
ment is arithmetically practicable. There 
is a somewhat brief reference to 
Allhusen v. Whittell (1867) L.R. 4 Eq. 
295 and to the recent case of Jn re 
Ullswater (1952) Ch. 105 but, rather 
disappointingly, none to the disentangle- 
ment aspect of the rule stated by 
Viscount Cave in Barnardo’s Homes v. 
I.R.C. (1921) 2 A.C. 1. 

Part III cover the rights of bene- 
ficiaries and there is a useful chapter on 
conflict of laws in relation to trusts. 

C.L.L. 


Books Received 


A Guide to Business and Professional 
Tenancies. A concise guide to the legislation 
governing the different types of business and 
professional tenancy created by the Land- 
lord and Tenant Act, 1954. By K. R. 
Bagnall, LL.s., Barrister-at-Law, and John 
A. Wall, M.A. Pp. xxvi+ 271. (Shaw & Sons 
Ltd., 7/9 Fetter Lane, London, E.C.4.) 


Report on Farming, 1955-56. A study of 
production and profits in the Eastern 
Counties with an advisory supplement and 
efficiency standards. Farm Economics 
Branch Report No. 45. Pp. 38. (Farm 
Economics Branch, School of Agriculture, 
Cambridge: 3s. 6d. post free.) 


Overseas Advertising Data on new Media— 
New Publicatoins received. Pp. 20. (Publish- 
ing & Distributing Co., Ltd., 177 Regent 
Street, London, W.1. The publishers are 
prepared to supply a limited number free to 
those readers who can use it for increasing 
their export trade and who will pay postal 
charges.) 


Buckinghamshire. Statistics of the County, 
County Council and Borough and District 
Councils, 1957/58. Pp. 25. (County Treasurer, 
County Offices, Aylesbury, Bucks.) 
(Continued on next page) 
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TO PROFESSIONAL MEN AND COMPANY DIRECTORS 


Before you seize the 


OPPORTUNITY 


of buying a pension within the scope of the concessions allowed by the 
Finance Act, 1956, study the 


INVESTMENT TRUST RETIREMENT ANNUITY 


This is an entirely new form of annuity under which both premium and annuity depend on the price of 

Investment-Trust-Units at the time of payment. The annuity is based on the same underlying principles 

as those adopted by a large American educational retirement fund where no less than nine-tenths of 
those eligible are availing themselves to the full of these ** new style” benefits. 


Issued by the 


LONDON AND MANCHESTER ASSURANCE COMPANY LIMITED 
Finsbury Square, London, E.C.2 


TURN TO Our ‘retiring’ Partner 


**~PEDAMATIC” 


is a family man and like many of us, he welcomes 
the Pension provisions in the 1956 Finance Act, 
as his contributions are allowed for full tax. 

His problem is to choose the best contract to his 
needs (and there are several to choose from). He 
wishes to pay an annual premium of approximately 
£200, which is within the 11 % of his “net relevant 
earnings”: age of himself and his wife, 42 next 
birthday, and the top tax rate I 1s. in the £. 


Contract A. | 


£219 10 0 |Annual Premium. § £219 10 0 
106 10 0 (Tax Relief. 120 9 0 
£113 0 © (Net Cost Per Annum.) £99 1 0 
£710. Pension at 65. £531. 


This assumes that present bonus 
rates are maintained. 


spnis 10 ON @ 


:saaniwaf anbiun Kuvu svy (vEvbll ‘oN LNaLvd) 


poonpoid soidoo 


jo 4soo & Je JUouNIedsp 


Cash £4,594.| On Death before | Pension of 
Plus Bonuses, Pension age. £531 to Wife 
AND Income | for life. (This 
of £200 p.a. | also applies to 
from date of | | Death after 
death to origi- Pension Age.) 
nal Pension 

date. 


JO} 
Joded uoqied Jo ON 


‘TA'VW'd GNV SHOVM 
LHONOG SHTTVS 


‘OLA WOOLS 


You are strongly recommended to consult us 
before taking any action, so as to make sure that 
you are getting the best type of policy to meet your 
personal circumstances. 


Apply now, in confidence, 
and without obligation, to: 
Norman Frizzell (Life & 
Pensions) Ltd., 24 Great 
Tower St., London, E.C.3. L 
Tel.: MINcing Lane 1000 


(20 lines). 
(LIFE & PENSIONS) LTD 


Full details from 
PEDAMATIC LTD. 
64 Aldermanbury, London, E.C.2. Monarch 9440 
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SETON TRUST 


LIMITED 


The services of the Trust are at the disposal of professional 
advisers in connection with the public financing or flotation 


of established undertakings. 


3 Throgmorton Avenue, London, E.C.2 


TELEPHONE: London Wall 6871-4 TELEGRAMS: Setru Stock London 


Open an account 


“I had no idea it was so easy to open an “For anyone who is thinking about opening 
account——and with so little money too. an account —‘ The Ins & Outs of a Banking 
You wouldn't believe a Bank could be so Account’ is a MUST. This little book 
friendly and approachable...” costs nothing, but it is really most helpful. 


You can get it from any branch.” 


with the 


**An account with the National Provincial “*] like the National Provincial because they 
gives me a ready-made record of all my give the best of attention to their customers, 
receipts and payments —and the Bank can however small the accounts, and they really 
take care of all regular payments like school take trouble to understand young people’s 
fees, the H.P. on the car, my A.A. sub- problems. I appreciate that.” 

scription, insurance premiums and so on.” 


National Provincial 


NATIONAL PROVINCIAL BANK LIMITED 
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Readers’ Points and Queries 


Tied Petrol Station 

Reader’s Query.—Readers’ views on 
the following circumstances would be 
appreciated. 

In early 1951, Mr. A.B. was having 
built an extension to his freehold garage 
premises. He was quite prepared to meet 
the whole cost out of his own resources, 
but was persuaded by a petrol company 
to allow them to pay part of the cost of 
this extension in exchange for a restrict- 
ive agreement. The following agreement 
was entered into: 

“To X Petroleum Company Limited. 

I, A.B. of . . . in consideration of your 
agreeing to make me cash advances up 
to £285 to be used for the purpose of 
improving my business premises at the 
above address do hereby undertake that 
I will take all my requirements of motor 
spirit exclusively from you over a period 
of three years from April 18, 1951, and 
further that I will repay you on demand 
within the said period the said advances 
provided always that if and so long as I 
continue to carry on business at the 
above premises and take all my re- 
quirements of motor spirit exclusively 
from you the sum of approximately £8 
per month or such other sum as may be 
agreed betwen us shall be credited 
against the said advances, the intention 
being that if I take all my requirements 
of motor spirit exclusively from you 
during the said period in accordance 
with the undertaking given above I shall 
not be required to repay you the said 
advances. If during the said period of 
three years I cease to take all my require- 
ments of motor spirit exclusively from 
you or I cease to carry on business at the 
above premises | shall forthwith repay 
you the said advances less any sums 
credited to me as above mentioned.” 

The £285 was in fact paid direct by the 
petrol company to the building firm who 
were Carrying out the extension for Mr. 
A.B. Assessments have been raised as 
follows: 

1950/51 3/10 of £285—£86. 

1951/52 7/10 of £285=£199. 

Appeals have been lodged on the two 
grounds (a) that so far as concerns Mr. 
A.B. this was a capital transaction—he 
having parted with a capital asset, 
namely his freedom to purchase in what- 
ever market was available to him—and 
that nowhere in the agreement is there 
any mention of the amount involved 


being related in any way to gallonage, 
and (5) on the apportionment of the 
amount, should it in fact be liable to 
assessment. 

The appeals were held in abeyance 
pending the Regent decision. The In- 
spector of Taxes now claims that in 
consequence of this decision the pay- 
ment made by the petrol company must 
be treated as a trading receipt. This 
opinion has not been accepted, and we 
should welcome views on the course 
now to be adopted. 


Reply.—There are apparently many 
cases similar to that quoted by our 
reader, and it seems likely that the ques- 
tion will come before the courts. We do 
not feel able to give an interpretation of the 
legal document, but would welcome hear- 
ing of our readers’ opinions and ex- 
periences. A reference to Harrison's 
Index of Tax Cases under the heading 
of “Restrictive Covenants” and a perusal 
of the cases there referred to might be 
useful. 


Income Tax—cCosts of Legal Action 

Reader’s Query.—My client owns a 
poultry farm and during the course of 
certain inspections carried out by his 
insurance company the electricity supply 
was cut off by the insurance company. 
(So my client maintains). 

The insurance company does not 
admit liability in respect of livestock lost 
through the supply being cut off and my 
client is anxious to know whether the 
necessary costs of taking proceedings 
for recovery of this claim would be 
allowable for tax purposes. 

Reply.—In our opinion the expenses 
would be allowable since they would be 
incurred in the endeavour to maintain the 
title of the business to some of its assets. 
Compare the decision in Southern y. 
Borax Consolidated (1940) 23 T.C. 
597. 


Tax Treatment of Fruit Trees 

Readers’ Query.—I should be glad to 
have your guidance on the treatment of 
fruit trees for the purpose of taxation. 
I have been under the impression that the 
cost of planting was to be treated as 
capital and only the cost of replace- 
ments allowed as an expense in the 
profit and loss account. 

In a case which came to my notice 
recently, however, the fruit trees had 
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been shown separately on the balance 
sheet at £5,000 for many years since the 
death of the taxpayer’s partner, but in 
the accounts for 1956, these fruit trees 
were put through the trading account, 
the opening and closing valuations being 
£5,000 and £3,000 respectively. This 
method was accepted by the Inspector 
without question, and I am wondering 
whether it is a usual method of treat- 
ment. In this particular case the tax- 
payer was a tenant farmer entitled to 
compensation from his landlord for 
improvements, and I should be interested 
to know whether the attitude of the 
Inland Revenue would be different in 
the case of an owner occupier. 

In the event of the cost of planting 
being treated as a capital charge, can 
relief under Section 314 be obtained? 


Reply.—It appears that the cost of 
planting fruit trees incurred by farmers, 
whether tenant farmers or owner-occu- 
piers, is a capital expense, but that relief 
cannot be claimed under Section 314. Only 
the cost of replacement is allowed as an 
expense in the profit and loss account. 


Car Expenses—Two Properties 

Reader’s Point—My query and a 
reply were published in the May issue 
of ACCOUNTANCY, on page 229. As soon 
as I informed the Inspector that we had 
sought advice, he took a different view. 
While still reluctant to agree that only 
one business is being carried on, he has 
now confirmed that a _ reasonable 
proportion of car expenses will be 
granted to cover visits between London 
and the coast when furnishings, furni- 
ture or repair materials are being 
transported. Apparently no allowance 
will be granted for journeys undertaken 
merely for collecting rents. 


Books Received 


(Continued from page 276) 


The Farmer's Legal and Financial Handbook. 
By David Shrand, M.COM., A.S.A.A., C.A.(S.A.) 
and Gordon Davis, Q.c., M.A., LL.B.(S.A.). 
Pp. vi+265. (Legal and Financial Publishing 
Company, P.O. Box 3461, Cape Town: 
29s. post free.) 

Filing Systems—Their Principles and their 
Application to Modern Office Requirements. 
By Edward A. Cope and C. Ralph Curtis, 
PH.D., M.SC.(ECON.), F.C.1.S. Fourth Edition. 
Pp. iv+204. (Sir Isaac Pitman & Sons, Ltd.: 
12s. 6d. net.) 


The Index of Technical Articles. A monthly 
index of articles published in British tech- 
nical periodicals. No. 2, March, 1957. 
Periodicals received in February. (Jota 
Services, Ltd., 38 Farringdon Street, London, 
E.C.4;: £6 6s. per annum.) 
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Legal Notes 


Contract and Tort— 
Termination of Employment 


M. entered the employment of the 
Northern Ireland General Health Ser- 
vices Board as a senior clerk as a result 
of an advertisement which described the 
employment as “permanent and pen- 
sionable.” She had first a probationary 
period of service and during this she was 
shown the terms and conditions of her 
service. These contained provisions 
whereby the Board was entitled to 
terminate her employment in certain 
events, for example, her gross miscon- 
duct, her inefficiency or her permanent 
ill-health, and whereby she was en- 
titled to give one month’s notice at any 
time. Some years afterwards the Board 
gave her six months’ notice on the 
ground of redundancy, relying upon the 
well-established principle that in the case 
of a general hiring for an indefinite time 
the master is entitled to terminate his 
servant’s employment upon reasonable 
notice without giving any reasons. 

In MclLelland y. Northern Ireland 
General Health Services Board [1957] 1 
W.L.R. 594, the House of Lords by a 
majority upheld M.’s contention that in 
her contract of service there was no 
room for the implication of any term 
that her employment could be ter- 
minated upon reasonable notice; the 
circumstances in which she could be 
dismissed were expressly and clearly set 
out and she could not be dismissed 
except in one of those circumstances. 

Their Lordships indicated that the 
description of the employment as 
“permanent and pensionable” would not 
by itself have excluded the usual impli- 
cation that it could be terminated on 
reasonable notice. It was a combination 
of this phrase with the specific character 
of the clauses governing dismissal and 
pension rights that decided the case in 
M.’s favour. It is not thought that many 
other servants would be in such a 
fortunate position if they tested the 
matter at law. 

It should also be noted that the 
Board, though subject to some Mini- 
sterial control, was not a part of the 
Crown and nothing in the case affects 
the rule that in legal theory a civil 
servant holds office during the pleasure 
of the Crown. 
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Executorship Law and Trusts— 
Construction of Wills 


In Re Gouk deceased [1957] 1 W.L.R., 
493, a testatrix made her will on a will 
form and after giving some pecuniary 
legacies she continued “and all the 
remainder of which I am possessed to 
my sister . .. and thereafter to her issue.” 
Danckwerts, J., said that the first part of 
this sentence plainly constituted an 
absolute gift unless it was cut down by 
the second part: the words “and there- 
after” might have been intended to 
mean “after my sister’s death’”’ but they 
were not clear; accordingly the second 
part of the sentence did not cut down 
the first part and the sister took an 
absolute interest in the residuary estate. 


Executorship Law and Trusts— 
Lapsed Gifts 
In Re Peacock deceased [1957] 2 W.L.R. 
793, a testator had bequeathed his 
residuary estate “upon trust for such of 
them my wife G., my stepson S. and my 
son D. as shall survive me and attain 
the age of twenty-one years and if more 
than one in equal shares and if one only 
then the whole to that one.” The 
testator’s death had been feloniously 
caused by his wife and accordingly she 
could not take any benefit either under 
his will or on an intestacy. The question 
was whether her share of the residue 
lapsed and fell to be dealt with as upon 
an intestacy or whether the residuary 
gift was to be treated as a class gift and, 
if so, whether the usual rule should be 
applied so that the lapse was negatived 
and the residue divisible among the 
other members of the class. 

Strictly, G., S., and D. did not form 
a “class,” for their relationships to the 
testator were all different, but Upjohn, 
J., held that the gift had the charac- 
teristics of a class gift (in re Woods 
[1931] 2 Ch. 138). If, therefore, the wife 
had predeceased the testator, her share 
of the residue would have been divisible 
between S. and D. His Lordship further 
held that it made no difference in this 
case that the widow had not prede- 
ceased the testator but had survived him 
and was barred from taking any benefit. 
Accordingly, her share was divisible 
between S. and D. and did not pass as on 
an intestacy. 


Miscellaneous— 

Disadvantages of Arbitration 

A Professional Note in the March issue 
of ACCOUNTANCY (page 97) discussed 
recent judicial pronouncements on the 
disadvantages of arbitration compared 


with the cheapness and speed of an 
action in the Commercial Court. In 
Universal Cargo Carriers Corporation 
vy. Citati [1957] 2 W.L.R. 713, Devlin, 
J., made further comments on this point. 
He was considering an arbitrator’s 
award in a case which turned on this 
question: Where time is not of the 
essence of a contract how long must the 
delay last before the aggrieved party is 
entitled to throw up the contract? As 
his Lordship said, the theoretical answer 
is not in doubt: the aggrieved party is 
relieved from his obligations when the 
delay becomes so long as to go to the 
root of the contract and amount to a 
repudiation of it. The difficulty lies in 
the application, for it is hard to say 
where fact ends and law begins. The 
best solution would be found, so he 
suggested, by a judge who did not try to 
draw too many nice distinctions be- 
tween fact and law but who, having 
some familiarity both with the legal 
principle and with commercial matters, 
exercised them both in a common sense 
way. But the process of arbitration re- 
quires the rigid separation of fact, which 
is for the arbitrator, and law, which 
is for the judge. And however carefully 
the arbitrator might find the facts, it 
was possible, as in this case, for the 
findings not to be sufficiently full for the 
judge to be able to apply the law to 
them, with the result that delay and 
expense would be occasioned by re- 
mitting the case to the arbitrator for a 
further finding of fact. 


Miscellaneous— 
Conflict of Laws 


Metliss v. National Bank of Greece and 
Athens [1957] 2 W.L.R. 570 raised in- 
teresting points of private international 
law. In 1927 a Greek bank issued ster- 
ling mortgage bonds repayable on 
December 1, 1957, with interest mean- 
while. Payment of both principal and 
interest was to be made in London and 
was guaranteed by another Greek bank. 
It was a term of the bonds that any dis- 
pute should be settled in accordance 
with English law. After the German 
occupation of Greece in 1941 no further 
interest was paid, and in 1949 the Greek 
Government set up a moratorium. In 
1953 the guarantor bank and a third 
bank were dissolved by a Greek law 
which further enacted that the National 
Bank of Greece and Athens should be 
the “‘universal successor” to the assets 
and liabilities of both banks. In 1955 a 
scheme offering payment of half the 
capital and some of the interest was 
put forward to the English bondholders. 
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M., one of the bondholders, instead of 
accepting sued the National Bank of 
Greece and Athens for full interest. 
The first question was whether M. 
could sue the National Bank although it 
was not a party to the original guarantee 
and no fresh contract had been made 
with it. The concept of a universal suc- 
cessor who is personally liable for all the 
debts of a former person is a concept of 
Roman law and is not found in common 
law. It is a very different concept from 


. that of a receiver or administrator, whose 


only duty is to collect and distribute the 
assets which come to his hands. How- 
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ever, the principle has occasionally been 
adopted in English statutes—for ex- 
ample, under the 1947 Act the British 
Transport Commission succeeded to all 
the assets and liabilities of the former 
companies—and the Court of Appeal 
held that according to the general prin- 
ciples of international law the English 
courts should recognise and give effect 
to the foreign law which had substituted 
the new company as the universal suc- 
cessor of the old. 

The second question was this. The 
new company was protected in Greece 
by the moratorium; as M. must base his 
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case on the Greek law of universal 
succession, must he also be bound by the 
Greek law of the moratorium? The 
Court of Appeal held that he was not so 
bound. In considering the personality of 
the debtor or succession to his personal 
effects the Court must apply Greek law 
because the debtor was a Greek; but in 
considering the amount of the debt and 
the obligation to pay it, they must apply 
English law as it was an English debt. 
Accordingly M. succeeded in his claim 
for six years’ interest (earlier interest 
was irrecoverable under the Limitations 
Act). 


The Student’s Columns 
PRICING AND COSTING 


Introduction 


PRICE IS THE factor equating the demand for commodities 
and services to their supply. It is the factor that enables 
the entrepreneur to decide the use to which he will put the 
resources available to him and the scope and direction of 
his activities. It is also the factor that enables the con- 
sumer to decide what to purchase with his available in- 
come in accordance with his scale of preferences. Price is 
thus both the resultant of supply and demand and in turn 
a main determinant of supply and demand. 

At any time there are insufficient resources in any 
economy to undertake all the projects necessary to pursue 
all human wants and therefore there must be some system 
of allocation. Pricing provides such a system: it deter- 
mines the use to which resources are put and the distri- 
bution of the products derived from this use. 

Every time a person purchases a good or service a 
decision is being made which, together with a multitude 
of similar decisions, will determine the uses to which the 
scarce resources of the economy are to be put. Thus in the 
economic sense the true cost of a product is the sacrifice 
of the other goods or services that could have been pro- 
duced and sold with the resources so used. Obviously 
when he makes his purchase the individual customer can- 
not compare all the alternative uses to which resources 
could be put and yet he is thereby making a decision 
which will in part help to determine the use of these 
resources. 

If the customer’s decision is to be logical and rational— 
and thus the use of the resources of the economy is to 
be logical and rational—the customer must have some 
criterion of the sacrifice of other goods and services that 


he is making—and that, indirectly, the whole economy is 
making—by using the resources upon the particular 
goods purchased. This indication is given by means of the 
price. 

We have said that price will determine the scope and 
direction of the activities of an entrepreneur. His plans 
for the future will be determined by a comparison of 
expected prices and expected costs—whether by modern 
techniques of standard costing and budgeting or by 
mere guesswork. Costing is of importance in assisting 
entrepreneurs to adjust the supply of their products to the 
demand and in providing the information that will 
determine the level of optimum output at each price. In 
the short-run it will be needed to decide the best use of 
available capacity and in the long-run for deciding upon 
the extension or contraction of capacity. 


The Economist’s Approach 

When a person makes a decision about the purchase of a 
good it is rarely an “‘all-or-none” decision but probably 
a “more-or-less” decision. The more-or-less concept is at 
the basis of the economist’s marginal approach to pricing, 
from the side both of demand and of supply. A customer 
when purchasing a good will weigh the utility he gets from 
the incremental purchase against the cost of that incre- 
ment. 

Similarly output decisions are rarely all-or-none, but 
more frequently a matter of determining what shall be the 
exact output of a good or deciding upon the opening or 
closing of one particular branch of the business among a 
number of branches. Therefore the economist argues that 


| ; 

| 

5 

| 

j 

| 

7 


280 


usually comparison should not be made between total 
revenue and total cost, as under a system of average cost- 
ing, but rather between marginal cost (the addition to 
total cost resulting from the production of one more unit 
of output) and marginal revenue (the addition to total 
revenue arising from the sale of this extra unit). The 
business will be most profitable if output is extended to 
the point at which marginal cost equals marginal revenue. 
An extension beyond this point would lead to a greater 
addition to total cost than to total revenue, whilst a re- 
striction of output below this figure would reduce total 
revenue more than it would reduce total cost. 

In conditions of perfect competition a seller will have a 
perfectly elastic sales curve, but in conditions of imper- 
fect competition price cuts will be necessary to sell more 
of the good produced. It follows that in perfect competi- 
tion marginal revenue equals price but in all other cases it 
is less. 

A further complication arising in the economist’s 
approach is the concept of normal profit. The economist 
includes as an element of cost that amount of profit that 
is necessary to induce a capitalist to keep his funds in the 
form of productive assets. If output is determined by the 
equation of marginal revenue and marginal cost then the 
addition to total cost resulting from the last unit produced 
will equal the addition to total revenue and thus the nor- 
mal rate of profit will be earned on it. If costs are rising 
as output increases a profit greater than normal will be 
earned on the production of other units (an economic 
rent or, often, a quasi-rent). In the long-run competition 
will in theory eliminate the high cost producers and leave 
a position in which only normal profits are earned. 


The Accountant’s Approach 

Growing complexity and competition in industry in the 
second half of the last century led to a demand for some 
cost basis for price, so that a manufacturer could quote a 
low but profitable price. The accountant naturally turned 
to the financial records obtainable from existing book- 
keeping systems. Thus he became concerned with the 
discovery of actual costs of production. 

However, pursuit of the concept of actuality has proved 
more difficult than at first blush it would appear to be. 
The main trouble arises with the treatment of overheads. 
Views differ upon the definition of works overhead— 
should overtime be pro-rated over direct labour cost or 
treated as a part of works overhead? Should items like 
interest, taxes, administrative costs, be included in over- 
heads? What part of costs should be written off currently 
and what part capitalised? Even when works overhead 
has been calculated it is difficult to decide how the cost 
should be charged to the various cost centres and cost 
units. Measurement of prime costs is complicated by 
varying prices of materials, by the definition of directness 
and in other ways. 

Historical costing leads to two additional problems in 
the field of price-fixing. Firstly, some items of expense 
cannot be calculated until the end of the accounting 
period, so the costing of jobs will be delayed and there 
will be a severe pressure of work at the end of the period. 
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Secondly, in periods of high activity unit costs fall while 
in periods of low activity they rise—suggesting higher 
prices when demand is falling and lower prices when 
demand is rising. 

The use of pre-determined rates simplifies the admini- 
strative problems of getting out cost statements more 
speedily but gives rise to a problem of over-absorbed and 
under-absorbed overheads. Supplementary (adjusted) 
rates can be applied to eliminate these differences between 
actual and recovered cost, but their use means a return to 
actual costing, with the two problems just mentioned. The 
concept of normal capacity means that predetermined 
rates are based upon normal capacity and that under- 
absorbed or over-absorbed costs are directly chargeable 
to the profit and loss account and not to individual 
customers, eliminating the “‘topsy-turvy” relationship of 
unit-cost and volume, the second of the two problems. 

Perhaps the accountant’s greatest contribution to 
pricing has been in the development of standard costing. 
Cost can be built up from standards of cost based on 
normal rates of activity and accidental cost distortions 
are thus avoided. 

More recently attention has been given not only to the 
directness or normality of cost but also to its variability. 


Marginal Costing 
Marginal costing involves, to use the definition in the 
Terminology of Cost Accountancy of the Institute of Cost 
and Works Accountants, “‘the ascertainment, by differen- 
tiating between fixed costs [costs that tend to remain 
unaffected by variations in output] and variable costs 
[costs that tend to vary directly with output], of mar- 
ginal costs and of the effect on profit of changes in 
volume or type of output.” Price will tend to be fixed by 
market forces but a figure of cost is necessary in order to 
fix a minimum acceptable price and also to determine how 
far and in what direction output should be extended. 

The economist’s concept of marginal cost differs from 
the accountant’s in that the accountant usually defines it 
as average variable cost (see column (f) in the accom- 
panying table), whereas to the economist marginal cost is 
the addition to total cost resulting from the production of 
one more unit of output (column (g) ). The economist is 
concerned with a comparison of the effect on total 
revenue and total cost of the production and sale of 
another unit of output. Output, he argues, should be 
extended to that point where profits are at a maximum 
and this is the level of output where, as can be seen in the 
table, marginal cost (g) equals marginal revenue (/). In 
other words the price-fixer must compare the slope on his 
sales curve with the slope on his total cost curve. Average 
total costs are no real guide to pricing becasue they in- 
clude an element of fixed cost, which is irrelevant to the 
short-run determination of prices. Fixed costs must be 
covered in the long-run but their allocation may result 
only in confusion. Any capable management should be 
able to keep in consideration over a longish period the 
pool of fixed costs. 

The cost accountant, however, is concerned with the 
“cost” element in pricing—the determination of the 
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Output Fixed Variable Total Average | Average | Marginal Revenue Profit and Loss 
(units) Costs Costs Cost Cost Variable Cost 
(total) (total) Cost Total Average | Marginal| Total Change 
(a) (c) (d) (e) (f) (g) (A) | (k) () 
(b6)+(©) (d)/(a) (c)/(a) (A)/(a) | (h)—(d) 
£ £ £ £ £ £ £ £ £ £ 
1 500 200 700 700 200 200 300 300 | 300 | —400 +100 
2 500 350 850 425 175 150 585 293 | 285 —265 +135 
3 500 440 940 313 147 90 855 285 | 270 | —85 +180 
4 500 506 1,006 252 127 66 1,120 280 265 +114 +199 
5 500 588 1,088 218 118 82 1,370 274 250 +282 +168 
6 500 700 1,200 200 117 112 1,610 268 240 +410 +128 
7 500 828 1,328 190 118 128 1,840 263 | 230 +512 | +102 
8 500 1,006 1,506 188 126 178 2,050 256 210 +544 +32 
9 500 1,206 1,706 190 134 200 2,255 | 251 205 +549 +5 
10 500 1,446 1,946 195 145 240 2,455 246 200 +509 —40 
11 500 1,736 2,236 203 158 290 2,650 241 195 +414 —95 
12 500 2,046 2,546 212 171 310 2,842 237 192 +296 —118 
13 500 2,371 2,871 221 182 325 3,032 233 190 +161 —135 
14 500 2,701 3,201 229 193 330 3,220 230 188 +19 —142 
15 500 3,051 3,551 237 203 350 3,400 227 180 —151 | —170 


(N.B.—The figures used in this illustration are not intended to indicate the likely shape of revenue and cost curves, but merely to show 
arithmetically the concepts described.) 


minimum acceptable price. There is also a selling aspect 
involving the use of modern marketing techniques—or 
even the mere feel of a situation—to decide the maximum 
obtainable price. It will be for management to compare 
these two figures in the light of their policy of the long- 
term maintenance of profits. In determining the minimum 
acceptable price the aim must be to make the best use 
possible of existing capacity in order to secure the maxi- 
mum contribution, which must, if the business is to 
continue in existence, cover fixed overheads and yield a 
satisfactory profit. If the best price possible is being 
obtained then the addition of an element of fixed cost to 
the minimum figure would not affect profits. On the 
other hand there may exist contracts, or sales may be 
made for other reasons, at prices at which variable costs 
are covered but conventional average total costs are not 
covered. The elimination of these sales would reduce 
profits and worsen the position of the business, for it is 
unlikely that the apportioned overheads would reflect 
the opportunity cost of capacity-use. 

Average variable costs, unless constant, will differ from 
marginal cost. If average variable costs are rising they 
will be less than marginal cost, whereas if they are falling 
they will exceed marginal cost. Average variable costing 
involves averaging of cost and can therefore distort the 
important factor, the total cost curve at the point of 
decision. The economist adopts the concept of a ‘U’ 
shaped curve of average cost—with average cost falling 
as fixed cost is spread over a larger output and then 
beginning to rise as average variable cost increases due to 
pressure of output on available plant and management 
difficulties. 

In practice it is often found, however, that average 


variable cost remains constant over the smaller ranges of 
output being considered by management. Curvilinear 
relationships of particular types of expense to output are 
likely to cancel one another out. But it cannot be ignored 
that in many instances the total cost curve of a firm may 
be discontinuous, in that there are a series of “kinks” 
occurring due to extensions of capacity—only the larger 
of which can be forecast with any accuracy. This makes 
the definition of marginal cost more difficult—but the 
ideal of the economist may act as an accurate guide, 
however much expediency may call for its amendment in 
practice. 

Even when marginal cost has been determined, it does 
not give the minimum acceptable price, except under 
conditions of perfect competition in which a seller is 
faced with an infinitely elastic sales curve. In other con- 
ditions—of monopoly and imperfect competition—the 
output of a manufacturer and his obtainable prices will be 
inter-related to a certain extent, so that an extension of 
ourput may require a lowered market price. That is to say, 
the demand is inelastic. Then unless discriminination is 
possible the result will be a lower price for the whole 
output, and the additional output produced and sold must 
yield a price not only sufficient to cover its marginal cost 
but also to compensate for the loss of revenue on other 
sales. Marginal cost is compared not with price but with 
marginal revenue (the addition to total revenue arising 
from the sale of one more unit of output). Again, over 
small changes in output prices may be constant, but the 
marginal revenue concept will be of particular import- 
ance if a large-scale increase in sales of a product is being 
planned. 

(To be concluded) 
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Notices 


The Accountants’ Christian Fellowship will 
hold its monthly meeting for Bible reading 
and prayer at 6.0 p.m. on Monday, June 3, 
in the vestry at St. Mary Woolnoth Church, 
King William Street, London, E.C.3. The 
scripture for reading and thought will be 
Matthew, Chapter 20, verses 1-10 (the 
parable of the labourers’ pay). 


Further series of lectures on Organisation 
and Methods for office executives are to be 
arranged by the Office Management Asso- 
ciation. In London there will be two series, 
one of which will be of a more advanced 
nature than those held recently. This will 
start in October, 1957. Similar arrange- 
ments are being made by branches of the 
Association in other centres. Further in- 
formation may be obtained from Mr. J. L. 
Cousins, Secretary of the Office Manage- 
ment Association, 58 Victoria Street, 
London, S.W.1. 


There is available a transistor-operated 
Kedafon two-way intercom. It is similar in 
operation to the standard model (see 
ACCOUNTANCY, June, 1956, page 244), but 
is more robust, and the maximum distance 
between the two units is increased from 
500 to 1,000 feet. 


Mr. A. A. Arnold, F.c.1.s., has been ap- 
pointed secretary of the Institute of Taxa- 
tion in succession to Mr. G. B. Burr, 
F.C.L.S., who has resigned. 


A research study on organisation structure 
and management development in medium- 
sized businesses, initiated by the European 
Productivity Agency, is based on a few 
concerns in selected industries of each of 
eight European countries. The findings and 
conclusions of the national teams will be 
compared, and a comprehensive final 
report will be issued. The studies will be 
directed to companies with between 1,000 
and 6,000 employees, and will present their 
needs and problems in the subdivision of 
management responsibilities and in finding 
and training competent managers. The 
research in the United Kingdom has been 
entrusted to Urwick, Orr & Partners Ltd., 
management consultants. 


Management Through the Next Decade is 
the subject of a series of higher management 
lectures arranged by the London Branch of 
the Institute of Industrial Administration. 
The lectures are being given at the Fyvie 
Hall, Regent Street Polytechnic, on Wed- 
nesdays at 6.30 p.m., and are open to the 
public at a fee of £2 2s. for the course or 
10s. 6d. for an individual lecture. The first, 
on May 29, was on Financial Policy and 
Services, by Mr. W. F. Edwards, F.S.A.A. 
On June 5, 12, 19 and 26 the lectures will 
be, respectively, Design—The Immediate 
Challenge, by Sir Gordon Russell; The 
Future Labour Force, by Professor T. E. 
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Chester; Production Control, by Mr. A. G. 
B. Owen; and Sales Look Ahead, by Mr. R. 
S. Liddle. 


A national conference on The Electronic 
Office was held at Scarborough last month 
by the Office Management Association. 
The speakers explained from their own 
experience either how they carried out 
investigations before deciding whether to 
instal a computer for clerical work or how 
they used the computer after installation. 


The Insurance and Companies Department 
of the Board of Trade has moved from Lacon 
House, Theobalds Road, London, W.C.1 to 
Horse Guards Avenue, Whitehall, London, 
S.W.1. (Telephone: Trafalgar 8855.) The 
Bankruptcy Department Headquarters and 
the Companies Inspection and Liquidation 
Branch remain at Lacon House. 


The Data Processing Centre of I.B.M. 
United Kingdom Ltd. was opened last 
month at the new building of the company 
at 101 Wigmore Street, London, W.1, 
by the Rt. Hon. Lord Mills, Minister 
of Power. Initially the centre is based on an 
IBM 650, a high speed digital computer 
claimed to be the most widely used machine 
of its kind in the world. The computer is 
augmented by a service bureau of punched 
card accounting machines, calculators and 
auxiliary equipment and, together with the 
necessary staff for programming, is now 
available on hire to commercial and indus- 
trial concerns and for scientific and mathe- 
matical calculations. The computer can be 
used for such ‘‘routine”’ jobs as payroll cal- 
culations, stock recording and spare part 


computations, and for ad hoc problems. The 
hiring charge isabout £30an hour. As the new 
centre is closely linked with the work in 
other IBM data processing centres in 
Europe, Canada and the United States, an 
important feature is a record of the applica- 
tions and sub-routines applied on IBM 
650’s by commercial and scientific organisa- 
tions the world over. 


The Kodak Verifax copier, built on a new 
principle, produces up to six facsimile copies 
of letters, diagrams, invoices and other 
documents of a size up to 84 inches by 
14 inches. The copier takes little more space 
than a typewriter, but includes paper 
storage and a built-in trimmer. It requires 
no technical knowledge, and can be used in 
normal lighting. Six copies each of more 
than forty documents can be made in less 
than an hour. The price is £170, with no 
liability to purchase tax. 


Three new receipting systems have been 
devised by C. Cakebread Ltd., Baches 
Street, London, N.1l. Entries are made 
simultaneously on receipt, cash sheet, bank 
paying-in slip and duplicate paying-in slip. 
Alignment of the records, so that the entries 
are correctly placed on each, is secured by 
the use of a peg board, with perforations 
in the documents fitting over a line of pins 
on the board. Thus the records must always 
correspond; much time is saved; and 
receipting can become an integral part of 
cash and sales records. Two of the three 
systems interlock with the ledger posting 
systems already introduced by the same 
company (see ACCOUNTANCY, April, page 
189). 


month in London. 
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The air mail edition of ACCOUNTANCY is available either for subscription 
on a permanent basis or for odd periods (for example, to cover a temporary 
stay abroad). It is printed on special thin paper, and the oversea subscriber 
receives each issue only a few days after publication at the beginning of the 


The extra charge for a year—additional to the normal subscription of 
£1 1s.—varies from £1 10s. (Cyprus, Aden, Sudan) to £2 2s. (Australia, 
Japan, New Zealand). For destinations of intermediate distance, including 
the whole of North and South America, it is £1 16s. The charge for shorter 
periods is proportional. This covers only the cost of air mail postage, that 
of the special paper being borne by ACCOUNTANCY. 
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THE SOCIETY OF 
Incorporated Accountants 


72nd Annual General 
Meeting 


THE SEVENTY-SECOND annual general 
meeting of the Society was held at 
Incorporated Accountants’ Hall on 
May 15. 

Sir Richard Yeabsley, C.B.E., F.C.A., 
F.S.A.A., President of the Society, was in 
the chair. After delivering the address 
which is reproduced on pages 257-9 of 
this issue, he moved the adoption of the 
report and accounts. The motion was 
seconded by Mr. Edward Baldry, 
F.S.A.A., Vice-President, and carried 
unanimously. 


Gold and Silver Medals 

The President announced that the Gold 
Medal in respect of the examinations held in 
1956 had been awarded to Mr. Victor 
Robert Webb of Newmarket, articled to 
Mr. R. P. Spanton of Messrs. Oliver 
Lusher & Co., Bury St. Edmunds. Mr. Webb 
passed both parts of the Final Examination 
at the first attempt and was awarded the 
First Certificate of Merit and a Sir James 
Martin Memorial Prize. The winner of the 
Silver Medal was Mr. Joseph Norman 
Lewins, Assistant District Auditor, Minis- 
try of Housing and Local Government. He 
too passed both parts of the Final Examina- 
tion at the first attempt, and he was 
awarded a Second Certificate of Merit anda 
Sir James Martin Memorial Prize. 

The winning of a medal was achieved by 
few, in this particular field, and it was right 
and proper that such honours should be 
conferred at an annual general meeting. 
Members would agree that the winners, 
having done so well at this first hurdle, 
would surmount the many others that would 
face them with the same confidence and 
success. That must be to them a very proud 
day. But with pride there should be humility. 
He would say to them that the problems 
before them were also ones of ethics and of 
conscience to determine that which was 
right, not according to the textbooks, but 
according to their consciences, the rules of 
the Society, and the duties that they owed 
to God and man. 

The medals were presented amid applause. 


Election of Members of the Council 

The President announced that, as members 
had seen from the report, there were twelve 
members of the Council who retired under 
the provisions of Article 49. Initially five of 
them had intimated their desire to resign 
from the Council because of the convention 


that members of the Council should not seek 
re-election after reaching the age of seventy 
years. However, in the special circumstances, 
the five members concerned were all per- 
suaded to withdraw their resignations until 
the outcome of the integration proposals 
was known. 

It was agreed that tht election of the 
twelve members should be dealt with in 
a composite motion. 

Mr. C. Percy Barrowcliff, F.s.A.A. 
(Middlesbrough) then moved that they be 
re-elected. The motion was seconded by 
Mr. Richard A. Witty, F.s.A.a. (London) 
and unanimously carried. 


Remuneration of Auditors 
Mr. E. Cassleton Elliott, C.B.E., F.S.A.A. 
(London) moved: (i) that the fee of Mr. 
Stanley I. Wallis, Incorporated Accountant, 
Nottingham, who is willing to continue in 
office as auditor for a further year, be fixed 
at one hundred and fifty guineas for such 
year, travelling expenses to be paid in 
addition, and (ii) that the fee of Mr. James 
A. Allen, Incorporated Accountant, Lon- 
don, who is willing to continue in office as 
Auditor for a further year, be fixed at one 
hundred and fifty guineas for such year. 
He coupled with both resolutions a warm 
vote of thanks to Mr. Wallis and Mr. Allen 
for their services to the Society 

Mr. Percy Toothill, F.s.a.a. (Sheffield), 
seconded the proposition, and it was carried. 

Mr. R. J. Neely, F.S.A.A. (Belfast) moved 
a vote of thanks to the President for the 
manner in which he had occupied the chair. 
It was always a pleasure to see Sir Richard 
in any guise, and it was a greater pleasure to 
see him conducting the annual meeting of 
the Society. 

The resolution was carried with acclama- 
tion. 

The President, in his reply, said that he 
looked forward to seeing them all and many 
more on June 19. 


Events of the Month 


June 3.—Bradjord: Meeting to discuss the 
integration schemes. Victoria Hotel, at 
7.30 p.m. 

Leeds: Meeting to discuss the integration 
schemes. Queen’s Hotel, at 4.30 p.m. 
June 4.—Hull: Meeting to discuss the inte- 
gration schemes. Royal Station Hotel, at 
5.45 p.m. 

June 5.—Sheffield: Meeting to discuss the 
integration schemes. City (Memorial) Hall, 
at 6.15 p.m. 
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June 6.—Nottingham: Meeting to discuss 
the integration schemes. Reform Club, 
Victoria Street, at 5.30 p.m. 


June 7.—Leicester:; Meeting to discuss the 
integration schemes. King’s Hall, Grand 
Hotel, at 5.30 p.m. 
Northampton: Meeting to discuss the inte- 
gration schemes. Plough Hotel, Bridge 
Street, at 2.15 p.m. 


June 19.—London: Extraordinary general 
meeting of the Society of Incorporated 
Accountants to consider the integration 
schemes and vote upon them by show of 
hands. Royal Festival Hall, South Bank, 
S.E.1, at 2.15 p.m. 


Final Examination 


FINAL EXAMINATION CANDIDATES are re- 

minded that, upon the introduction of the 

new syllabus in November, 1957, those who 

have already passed Part I under the old 

syllabus will be required to present them- 

selves for the following papers: 

(a) Company, Partnership and Commercial 
Law; 

(6) Law relating to Executorship, Insol- 
vency and Arbitration; 

(c) Economics and Financial Knowledge; 

(d) Taxation. 

Those candidates who have already passed 
Part II under the old syllabus will be re- 
quired to present themselves for the follow- 
ing papers: 

(a) Advanced Accounting I; 

(6) Advanced Accounting IT; 

(c) Auditing and Investigations; 

(d) Management Accounting with special 
reference to the Interpretation of 
Accounts and the use of Costing Data. 


London and District 
Society 


MR. W. J. CRAFTER, F.S.A.A., presided over the 
twenty-eighth annual general meeting of the 
London District Society which was held at 
the Central Hall, Westminster, on May 14, 

Mr. Crafter, after thanking members for 
their support during the past year, moved 
the adoption of the report and accounts. 
The motion was seconded by Mr. A. C. 
Simmonds and carried unanimously. 

The Chairman announced that six mem- 
bers retired in accordance with Rule 5 (6) 
and were eligible for re-election. It was pro- 
posed by Mr. C. V. Best that Mr. R. N. 
Barnett, Mr. W. J. Crafter, Mr. J. G. W. 
Cuthbert, Mr. H. Basil Sheasby, Mr. A. C. 
Simmonds and Mr. H. Gordon Smith be 
re-elected to the Committee. Mr. H. L. 
Layton seconded, and the six members were 
unanimously re-elected. 

On the proposition of Mr. A. V. Hussey, 
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seconded by Mr. J. H. King, the Honorary 
Auditor, Mr. C. B. Hewitt, Incorporated 
Accountant, London, was reappointed and a 
cordial vote of thanks was accorded to him 
for his services during the past year. 

A vote of thanks to the Chairman was 
proposed by Mr. W. F. Edwards and 
carried unanimously. 

At a subsequent meeting of the Com- 
mittee, Mr. A. C. Simmonds was elected 
Chairman of the District Society and Mr. 
C. J. F. Wilkinson Vice-Chairman. Mr. L. 
Quinton was re-appointed Honorary Treas- 
urer. 


Luncheon by the President 


BY PERSONAL INVITATION of the President 
of the Society, Sir Richard Yeabsley, a 
luncheon was given at the Savoy Hotel 
before the annual general meeting on May 
15. The guests were Sir Charles Norton and 
Mr. John Norton (of Messrs. Norton, Rose 
& Co., the Society’s solicitors), Mr. S. H. 
Wood (Educational Adviser), Mr. A. A. 
Garrett, and senior members of the staff. 


Incorporated Accountants’ 
Benevolent Fund 


Sixty-fourth Annual Report 

THE REVENUE OF the Fund in 1956 at £4,428 
shows an increase of £67 over that in the 
previous year. The rules limit the expendi- 
ture in any one year to the amount of the 
income derived in the previous year from 
subscriptions and dividends from invest- 
ments. The income from these sources 
during the last five years was: 


Dividends from 
investment and tax 
Sub- recovered from 
Year  scrip- dividends and Total 
tions covenanted 
subscriptions 
£ £ £ 
1952 2,460 1,281 3,741 
1953 2,445 1,849 4,294 
1954 2,464 1,842 4,306 
1955 2,462 1,899 4,361 
1956 2,511 1,917 4,428 


During the year the Trustees have given 
much consideration to the investments the of 
Fund and have now adopted a policy of 
investing part of the resources in equity 
shares. It will be seen from the accounts 
that £3,450 has been so invested during the 
year. After taking the advice of their stock- 
brokers the Trustees realised the large hold- 
ing of 24 per cent. Treasury Stock and 
reinvested the proceeds in a dated gilt- 
edged stock and in dated Corporation 
stocks. This change of investments has 
ensured a greater income yield, and the 
capital loss on realisation of some £6,000 
which is shown in this year’s accounts has 
been deducted from the depreciation reserve 
of £10,000 previously provided to meet this 
contingency. 

The Trustees express deep gratitude to all 
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who contributed to the Fund, and particu- 
larly desire to record their special apprecia- 
tion of the following gifts during 1956: 
T. C. Fitton Will Trust (eighth grant) £105; 
South African Western Branch £31; The 
Incorporated Accountants’ Lodge £26; 
Estate of W. E. Mansell, dec’d (legacy) £25; 
Estate of F. W. Buzzacott, dec’d. (legacy, 
4th and final instalment) £24. 

The number of applications received in 
1956 rose sharply and assistance was given 
to 45 beneficiaries—the largest number of 
grants in any one year since 1941—and it 
was found necessary to increase the amount 
of grants in a number of cases to meet the 
rising cost of living. The Trustees earnestly 
appeal to all members to make a regular 
contribution to the Fund, preferably under 
a deed of covenant which, of course, greatly 
enhances the value of the contribution. The 
Trustees are particularly appreciative of the 
manner in which a number of donors have 
already responded to the appeal to make 
contributions in this manner. 

The grants made during 1956 can be 
classified as follows: 


No. of Total 
Cases Grants 
£ 
Widows and dependants of 
deceased members 
Education and support of 
children... 13 1,117 
Members or former members 9 698 
45 4,107 


The amounts disbursed to beneficiaries 
during the past five years were: 


Amount No. of 
Year disbursed Beneficiaries 
£ 
1952 3,280 39 
1953 3,640 41 
1954 3,640 35 
1955 3,769 40 
1956 4,107 45 


The Trustees wish to place on record their 
warm appreciation of the assistance received 
from members of the Society and from 
Honorary Secretaries of District Societies in 
obtaining information about applications 
and in maintaining personal contact between 
the Fund and its beneficiaries. 

Mr. James A. Allen, Incorporated Ac- 
countant, London, has indicated his willing- 
ness to continue in office as Honorary 
Auditor, and the Trustees desire to record 
their grateful thanks for his services to the 
Fund. 


Personal Notes 


Mr. C. W. Reeves, A.S.A.A., has been 
appointed Chief Financial Officer of British 
Road Services. 


The partnership between Mr. Sydney 
Dent, F.S.A.A., and Mr. Leonard Royle, 
A.S.A.A., A.C.W.A., has been dissolved. Mr. 
Royle is now practising under his own name 
at 2 Victoria Street, Denton, Manchester. 


Messrs. D. A. Owen & Co., Leamington 
Spa, have opened an additional office at 
4 Daventry Road, Southam, Warwickshire. 


Mr. M. Rainsbury, A.S.A.A., has merged 
his practice with that of Messrs. S. Little- 
stone & Co., and is practising as a partner in 
that firm at 34 South Molton Street, Lon- 
don, W.1. 


Mr. Henry M. Kesel, Incorporated Ac- 
countant, has commenced public practice at 
25 Nether Close, Finchley, London, N.3. 


Messrs. Maurice Bailey & Co., Incor- 
porated Accountants, Bradford, announce 
that Mr. W. E. Bracewell, A.s.A.A., has re- 
tired from the partnership to take up the 
appointment of accountant to Timothy 
Hird & Sons Ltd. and associated companies, 
Keighley. The practice is being continued 
under the same firm name by Mr. D. S. 
Sugden, A.S.A.A. 


Mr. J. G. Whyte, Incorporated Account- 
ant, has commenced public practice at 87 
Lord Street, Liverpool, 2. 


Mr. A. C. Livingstone, A.s.A.A., has been 
appointed secretary of Samuel Holden of 
Barrowford Ltd., Nelson, Lancashire. 


Mr. E. A. Tyson, A.S.A.A., has commenced 
practice as a partner in the firm of Tyson & 
Casson, Station House, Ulverston-in-Fur- 
ness. 


Removals 


Messrs. Alfred Strudwick & Co., Incor- 
porated Accountants, announce a change of 
address to 75 Agincourt Road, Hampstead, 
London, N.W.3. 


Messrs. Johnson, Murkett & Hurst, 
Incorporated Accountants, have transferred 
their Ashby offices to Rawdon House, 
Rawdon Terrace, Ashby-de-la-Zouch. 


Mr. R. L. Lloyd, Incorporated Account- 
ant, has removed his office to 181 Newhamp- 
ton Road East, Wolverhampton (from 1 
Tettenhall Road, Wolverhampton). 


Messrs. Bartfield & Co., Incorporated 
Accountants, announce that they have 
removed both their Leeds offices to 10 
Butts Court, Leeds, 1. 


Obituary 


Eric Phillips 
We learn with regret that Mr. Eric Phillips, 
F.S.A.A., died on May 1. He was senior 
partner in Messrs. Eric Phillips & Co., 
Incorporated Accountants, London, S.W.3. 
Mr. Phillips had been in practice in 
Chelsea since his admission to membership 
of the Society in 1937. He served his articles 
with the late Mr. F. F. Sharles, F.s.A.A. 
During World War II Mr. Phillips rose 
from the rank of private to that of captain 
in the Essex Yeomanry, which fought with 
the 8th Armoured Brigade from the 
Normandy landings to Bremen. 
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ALL ACCOUNTANTS SHOULD READ 


City Observer 


ESTABLISHED 1856 


TO LEARN THE BUSINESS WORLD'S 
VIEWS AND NEWS 


Each Month a New Feature 
of Topical Interest 


Flashlight on Affairs 
City Men’s Bookshelf 
Round the World 
Company Reports 
City Comment 


THE CITY OBSERVER is the monthly 
paper of British business, reporting 
on company and tax matters, financial 
results and accountancy problems for 
industry, trade, finance and commerce. 


THE CITY OBSERVER enjoys national 
coverage. It is read by chairmen, 
directors, accountants, secretaries and 
top-executives in industry, trade, 
finance and commerce. Readers 
comprise members of the business 
hierarchy, which represents the most 
informed opinion and the highest 
income groups. 


THE CITY OBSERVER IS AN ARGOSY 
OF INFORMATION 


only 4d. each month: 
Subscription 6 sh. per annum post free. 


The City Observer 


Editorial and Advertisement Offices 


70 BLANDFORD STREET, 
PORTMAN SQUARE, LONDON, W.1. 
TELEPHONE: WELbeck 4088 


1040 


Need 
Estate Duties 


endanger 
the family business ? 


EDITH’S 


answer to the Problem 


Executors and Trustees holding shares in 
family businesses and small public com- 
panies may well have to meet Estate Duty 
liabilities by selling these holdings. But it 
will usually be desired to avoid selling out 
or loss of control. Estate Duties Investment 
Trust—known as EDITH—was formed to 
assist in this problem. EDITH is an invest- 
ment trust which is willing to purchase and 
to hold, as its normal business, minority 
shareholdings in such companies. 

EDITH can also help shareholders in this 
way to make provision for duties in advance 
—a course which has many advantages. 


More about EDITH 


A more detailed account of the services which 
EDITH provides is given in “ The Death Duty 
Problem ”’. You are invited to write for a copy 
to Dept. A at any of the addresses below. Our 
experts are always available to discuss your 
problem and offer sound advice. 


ESTATE DUTIES 
INVESTMENT TRUST 
LIMITED 


HEAD OFFICE: 
7 Drapers’ Gardens, London, E.C.2. 


BRANCHES: 
214 Hayley Road, Edgbaston 4181 


National 0231 


BIRMINGHAM 


LEICESTER 31 Friar Lane, Granby 854 
MANCHESTER 73 Whitworth Street, Central 5429 
LEEDS Headrow House, Leeds 2-2727 


33 Charlotte Square, Edinburgh 30212 


EDINBURGH 
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Classified Advertisements 


Two shillings and sixpence per line (average seven words). Minimum ten shillings. Box numbers one shilling extra. 


Replies 10 Box Number advertisements should be addressed Box No... . 


, clo ACCOUNTANCY, Incorporated Account- 


ants’ Hall, Temple Place, Victoria Embankment, London, W.C.2, unless otherwise stated. It is requested that the 
Box Number be also placed at the bottom left-hand corner of the envelope. 


THE SOCIETY’S APPOINTMENTS REGISTER 
Employers who have vacancies for Incorporated 
Accountants on their staffs and also members seeking 
new appointments are invited to make use of the 
—- provided by the Society’s Appointments 

Register. No fees are payable. All enquiries should be 

essed to the Appointments Officer, Incorporated 
Accountants’ Hall, Temple Place, Victoria Embank- 
ment, London, W.C.2. Tel. Temple Bar 8822. 


OFFICIAL NOTICES 


FEDERATION OF RHODESIA & NYASALAND 
Andit Department: Ministry of Finance 


Revised Conditions 


Vacancies Audit Examiners 
a) Applicants under 26, single, must have a School 
Certificate or G.C.E. with English, Maths. and 
two other subjects at *‘O’’ level obtained at 
same examination. 
Experience of audit duties, accountancy, or 
similar work would be an advantage. 
Starting Salary 
(Men) £420—£840 depending on qualifications 
and experience on scale rising to £1,150 per 


annum. 
(Women) £420—£680 on scale rising to £920 

per annum. 

(b) Vacancies also exist for Men and Women, 
under 30, who are Chartered / Incorporated / 

Certified Accountants, graduates in Commerce 

and or Accountancy, A.C.C.S. or 

Finalists. 
Starting Salary 
(Men) £640—£1.100 depending on qualifica- 
tions and experience on scale rising to £1,150 
per annum. 
(Women) £590—£880 depending on_ qualifi- 
cations and experience on scale rising to 
£920 per annum. 

There are sufficient senior posts (up to £3,250 
p.a.) filled by internal promotion to ensure good 
career prospects for successful applicants. 

Application forms and further details from Sec- 
retary (R), RHopesia House, 429 Strand, Lon- 
don, W.C.2 


FEDERATION OF RHODESIA & NYASALAND 
Vacancies for male Qualified Accountants and 
Secretaries as Assessors: Dept. of Taxes 
Successful candidates, Cc. a. S.A.A. or 
A.A.C.C.A. with six years’ post-final experience, 
or C.1.S. or C.C.S. finalists with seven years’ post- 
final experience. will be appointed on contract for 
three years at salaries of £1,300 p.a. first year, 

£1,350 p.a. second, and £1,400 p.a. third year. 
Possibility of renewal for a further three years, 
or, if under 50 on first appointment, of pension- 
able employment after first contract. 
Further details with regard to passages out and 
back. RHODESIA 


leave, etc., from Secretary (R), 
Howse, 2 


429 Strand, London, W.C.2. 


THE UNITED LIVERPOOL HOSPITALS 
Applications are invited for the post of Internal 
Auditor in the Finance Department. Applicants 
should preferably possess an accountancy qualifi- 
cation or experience in an internal audit depart- 
ment. Previous experience of hospital administra- 
tion or finance though advantageous is not essen- 
tial. The post offers an ‘en to qualified 
accountants (0 enter the hospital service with 
chances of promotion to higher positions in a hos- 
pital finance department. 

The post is on Grade E of the administrative and 
clerical staff scales (£623 to £753) and is superan- 
nuable. 

Applications with details of qualifications and ex- 
perience, together with the names of three 
referees, should reach the Secretary, THE UNITED 
LiverPoot Hospitats, 80 Rodney Street, Liver- 
pool, 1, not later than June 10, 1957. 


UNIVERSITY OF ADELAIDE 
Applications are invited for appointment as 
LECTURER IN ACCOUNTING. No special field 
is specified for candidates. 

The salary scale is £A 1,200—80 (70)—£A 1.750, 
with superannuation on the F.S.S.U. basis. 

Detailed terms of appointment and particulars of 
the information to be supplied by applicants may 
be obtained from the Secretary, Association of 


Universities of the British Commonwealth, 36 
Gordon Square, London, W.C.1. 

Applications in duplicate should be lodged with 
the Registrar, UNiversiry oF ADELAIDE, South 
Australia, not later than June 15, 1957. 


THE NIGERIAN RAILWAY CORPORATION 
invites applications for appointment as 
Se NTERNAL AUDIT EXAMINER 
ala 


£700 x £50—£1,200 p.a. plus £300 p.a. Over- 
seas Pay. 
Appointments on pensionable terms or on contract 
with Gratuity of 20% p.a. of total pay. 
Qualifications: 
Candidates should hold a recognised Accoun- 
tancy degree or not less than five years’ audit 
experience in a senior capacity. 
Tours: 
1S month tours followed by 15 weeks’ leave 
in U.K. 
Allowances: 
In addition there are attractive allowances. 
Apply to: The London Representative, NIGERIAN 
RatLway CORPORATION, I1 Manchester Square, 
London, W.1. 


APPOINTMENTS VACANT 


A LARGE industrial undertaking requires two 
assistants aged about 30 years in its London Head 
Office. Candidates should be qualified Accoun- 
tants or Secretaries, with experience of industrial 
accounting. Commencing salary according to age, 
qualifications and experience up to a maximum of 
£1,000 per annum. Apply, giving particulars of ex- 
Perience and qualifications, to Box No. 823, c/o 
Dawsons, 28 Craven Street, London, W.C.2. 


A LEADING London professional firm requires 
qualified staff with experience of industrial cost 
systems, cost preparation and investigation. Age 
25-40. Pension scheme. Commencing salary £850 
to £1,250 p.a. Excellent prospects. Write Box No. 
545, ¢/o ACCOUNTANCY. 


ACCOUNTANTS, Audit Clerks, all grades 
urgently required for best positions in City and 
West End. Salaries up to £1,000 p.a. MERVYN 
HuGHes & COMPANY (Employment Specialists to 
the Accountancy Profession), 13/14 Archer Street, 
Piccadilly Circus. London, W.1. GERRARD 
0179. NO FEES TO STAFF. 


ACCOUNTS OFFICE MANAGER (not neces- 
sarily qualified) is needed by a growing company 
in S.W. 18 to manage accounts department (four 
staff). Experience of simple costing and the ability 
to prepare accurate monthly accounts are essential. 
The post offers an unusual opportunity to intro- 
duce new ideas and to earn promotion. Com- 
mencing salary in accordance with experience, 
then based on results. Pension. Write for interview 
giving experience to Box No. 540, c/o AccouN- 


TANCY. 
ANNAN, DEXTER & CO., 21 Ironmonger Lane. 
London, E.C.2, have a vacancy for a qualified 


Senior Audit Clerk for their permanent staff. 
Commencing salary £700 to £800 according to age 
and experience. Five-day week. Please apply in 
marking envelope ‘“‘Private and Confiden- 
tial.”’ 


APPLICANTS with the necessary experience re- 
quiring BETTER positions as Senior. Semi-senior 
and Junior AUDIT CLERKS should contact us 
We have a good selection. Other Professional and 
Commercial posts available. Hotmes Bureau, 10 
Queen Street. E.C.4. City 1987. 


ASSISTANT ACCOUNTANT required by group 
of companies in S.W. London manufacturing and 
distributing gramophone records. Duties include 
preparation of monthly manufacturing and trading 
accounts. Full particulars of experience and 
salaries received to Box No. 543, c/o AcCOoUN- 
TANCY. 


: senior experience re- 
quired by progressive Leeds firm of Accountants. 
Must be capable of working and controlling cases 


AUDIT ASSISTANT with 


without supervision. Excellent prospects to suit- 
able applicant. State age, training. qualification (if 
any), experience and salary to Box No. 542, c/o 
ACCOUNTANCY. 


AUDIT CLERKS. Many vacancies waiting for 
Senior, Semi-senior or Junior. Call Boortn’s 
Acency. 80 Coleman St., Moorgate, E.C.2. 


AUDITOR 


Applications are invited from qualified accoun- 
tants for the position of internal auditor to a 
world-wide organisation. The considerable in- 
ternational travel involved makes the post suit- 
able for a single man only. Age group 32-42 
preferred. An excellent commencing salary is 
contemplated and there are sound prospects of 
advancement within the travelling audit and 
other departments. This is a senior appointment 
which offers a remunerative career to the right 
man. First-class travel, liberal leave. retirement, 
sick and other benefits. Handwritten applica- 
tions, which will be treated in the strictest con- 
fidence, shou!d state age. professional qualifi- 
cations and details of experience. Write Box 
No. 545, ¢ ACCOUNTANCY. 


EAST ANGLIAN firm of Chartered Accountants 
require a Senior and a Semi-Senior Audit Clerk. 
Scope for wide experience and opportunities for ad- 
vancement. Office Pension Scheme. Write. stating 
age, experience and salary required, to Box No. 
§39, c/o ACCOUNTANCY. 


GHANA: A firm of practising accountants require 
two young qualified men with good experience for 
work involving some travel. Single men therefore 
preferred. Commencing salary rates £1,300 per 
annum. Tours approximately 18 months with 
zenerous leave on full salary. Provident Fund. Kit 
Allowance £60. Car purchase assistance and ade- 
quate running allowance. Very low Income Tax. 
Apply with full particulars to Box No. 310, Dor- 
LAND ADVERTISING Ltp., 18-20 Regent Street, 
S.W.1. 


LARGE progressive manufacturing organisation 
with International connections requires the services 
in London of a Chartered or Incorporated Accoun- 
tant. Selected applicant will be appointed initially 
as an Assistant to the Company Controller and 
after short but adequate training period must be 
capable of assuming full responsibility for all Com- 
pany accounting operations. Applicants aged 28/30, 
preferably with some experience of advanced 
management accounting technique including Stan- 
dard Costing and Budgetary Control, should write 
giving full details of age, education. qualifications 
and experience. to Box No. 544, c/o ACCOUNTANCY. 


VACANCIES available for qualified Accountants 
in South America. West Indies. Rhodesia, Kenya. 
Far East and the Continent. Call Bootn’s AGENCY. 
80 Coleman St.. Moorgate. E.C.2. 


YOUNG ACCOUNTANT aged 22-24 required for 
progressive position in expanding manufacturing 
company in inner North London. Write giving full 
details to Box No. 547, c 0 ACCOUNTANCY. 


MISCELLANEOUS 


ACCOUNTANTS’ NAME PLATES engraved in 
Bronze with Ceramic Cream Enamel lettering. 
Leaflet post free with full-size proof on receipt of 
wording. G. Maite & Son Ltp.. Engravers. 367 
Euston Road, London. N.W.1 (EUSton 2938). 


NAME PLATES FOR ACCOUNTANTS, in 
bronze, brass and plastics.—Send wording and 
size for free estimate and layout to ABBEY CRAFTS- 
wen Ltp., 78 Osnaburgh Street. London, N.W.1. 
Tel. EUSton 5722. 
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ACCOUNTING 


PUBLISHED FOR THE INCORPORATED ACCOUNTANTS’ RESEARCH COMMITTEE 
Edited by Professor F. Sewell Bray and Leo T. Little 


CONTENTS OF VOLUME 8, NUMBER 2—APRIL, 19$7 


The Taxation of Capital Gains in the United States, by A. R. ILersic 
The Financial Organisation of a Company in the Seventeenth Century, by J. K. Horseriecp 
Local Taxation in Western Germany, by H. B. Markus 
Accounting Conventions, Pricing Policies and the Trade Cycle, by J. McB. Grant and R. L. MaTHEews 
Book Reviews : NOTES 


ACCOUNTING RESEARCH is published quarterly. Single parts cost 7s. 6d., plus postage. Subscription 
25s. post free for volume of four parts. Enquiries should be sent to any bookshop or direct to the address below. 


CAMBRIDGE UNIVERSITY PRESS 


BENTLEY HOUSE, 200 EUSTON ROAD, LONDON, N.W.I 


RESEARCH 


KING’S DETECTIVES 


Confidential Investigations in Civil, Criminal, Commercial, 
and Personal cases. Observations discreetly maintained upon 
Suspected Persons and Premises. Internal Larcenies and 
cases of Fraud and Embezzlement investigated. Financial 
Inquiries and Investigations in Benkruptcy cases under- 
taken. Questioned Documents examined. Persons Traced. 


W. J. KING'S DETECTIVE BUREAU LTD. 
CHANCERY HOUSE, CHANCERY LANE, LONDON, WC2 


HOLborn 0343/2860 


OLD ESTABLISHED mutual life assurance house 


Telegrams: 
Kingtex, Westcent, London 


Hotels and Restaurants 


Since 1899 Hammersley, Kennedy & Co. have 
specialised in the sale and valuation of hotels 
and catering businesses, to the total exclusion of 
any other branch of estate agency. The partners 
are members of the leading professional! bodies 

Offices: 

19 HANOVER SQUARE, LONDON, W.1 


Telephones: MAYfair 6857 and GROsvenor 4950 


wants a few men of initiative and integrity to act as 
agents. Accountants and book-keepers have the 
necessary Knowledge and contacts to make busi- 
ness most profitable to us and them. Further de- 
tails from Box No. 509, c/o ACCOUNTANCY. 


OLD ESTABLISHED Building Society with high 
reserves and liquid funds requires additional invest- 
ments to keep pace with its growing mortgage de- 
partment. Applications for a limited number of 
investment agency appointments are invited from 
professional accountants. Write for particulars to 
Box No. 514, c/o ACCOUNTANCY. 


THE ACCOUNTANT back numbers. Five com- 
plete years, 1949 to 1953, offered for £5 10s., or 
separate years at £1 7s. 6d. each. Postage paid. Box 
No. 541, c/o ACCOUNTANCY. 


THE “GROVE” SPECIALLY-DESIGNED 


E. IRVINE HALLAS, A.C.A. 


7-9 QUEENSGATE, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


Expert posta! and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
prompt return of all papers is guaranteed. Moderate 
Fees. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 800 signed letters 
received from past students will be sent on request. 


ACCOUNT BOOKS greatly simplify the Book- 
keeping Difficulties of the small businessman and 
trader. Clear. Complete. Scientific. Supplied to 


and recommended by Accountants throughout the 
country. Specimen Rulings on request. THe Grove 
PUBLISHING Co., Macclesfield, Cheshire. 


WAKEFIELD COLLEGE OF INCOME TAXA. 
TION LIMITED offers SPECIALISED postal 
tuition for those who wish to SPECIALISE in In- 
come Taxation. Course for the Associateship 
Examination of the Institute of Taxation. Also 
non-examination courses Prespectus free from 
the Principal, Dept. A6, 29 Barstow Square, 
Wakefield. 


TYPING TROUBLES? 


Telephone: WELbeck 3617 
DOROTHY STEVENS 


has a typing service for the Accountant. Professional con- 
fidence observed. Postal service for out-of-town Accountants. 


DUPLICATING 


STENORETTE TAPES TYPED 
47 WELBECK STREET, WI! 
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